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ELEMENTARY, SECONDARY, AND HIGHER
EDUCATION

WEDNESDAY, JULY 24, 1991

House oF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, DC.

The Committee met, pursuant to notice, at 9:40 a.m., in room
210, Cannon House Office Building, Hon. Leon E. Panetta, Chair-
man, presiding.

The CHAIRMAN. The House Committee on the Budget is in ses-
sion for the purpose of a hearing on elementary and secondary edu-
cation.

This hearing, like others that we have conducted over the past 2
months, is basically focusing on an examination of budgetary issues
for fiscal year 1993 and beyond to try to give us guidance and lay
some groundwork for what the budget resolutions should look like
in the future. The hearing tomorrow will be on higher education,
but we think that education, both elementary, secondary, and
higher education, are crucial in terms of the future of this country.
No issue is more important to our future than education and the
investment that must be made in our most important resource,
which is our children.

Developing a strategy for the imnprovement of our education
system is central to our effort to rebuild our productivity, to re-
build our economy, and to try to win back our ability to compete in
a world that is approaching the 21st century. Our children are our
best hope for that century, and we have to do better by them.

How do we do that? The President has captured the spirit of the
need in the America 2000 title given to education reforms that he
announced in April. But he has put very little money and very few
resources behind that title. The President asked for $690 million to
finance education reform but requested three times as much for
the manned space station. In some cases, the President would take
money from already proven programs, sach as compensatory edu-
cation, and overall the President’s education request fell short of
keeping up with inflation.

The America 2000 strategy focuses on the setting of national edu-
cation goals with rewards to schools and students that excel in na-
tional testing, on school chuice by parents, and on the cre«tion,
with corporate financial support, of at least 535 new American
schools to demonstrate the application of improved education tech-
niques.

1 - .
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The strategy, however, raises both budgetary and policy ques-
tions. One big question is: What does it do for the disadvantaged
student? School choice and the creation of model new American
schools would appear to favor students well alonug on the learning
curve. But what of the many other students whose progress is
being held back by handicaps, such as language barriers, poverty,
or health care problems?

For instance, in my own State of California, one in four school
children now lives in a home where English is not the primary lan-
guage. More than a quarter of a million immigrants are settling in
California every year.

One answer may lie in the testimony of a member of our witness
panel who will tell us about a recent report by the Committee on
Economic Development. It suggests redefining education as a proc-
ess that begins at birth and encompasses all aspects of a child’s de-
velopment, including physical, social, emotional, and learning
growth.

We will also hear a proposal for a dedicated tax to begin now the
reform of the schools most in need of reform—somewhat the re-
verse of the President’s proposal. The idea of a dedicated tax I
think is interesting and one that we need to think about, because I
frankly think that as we approach this next century, in order to
get people in this country to make a commitment with regard t,
their taxes, they want to be convinced that it is dedicated to a spe-
cific purpose. And certainly education seems to me to be one of
those key purposes that we need to invest in for the future.

I have a feeling that Americans will support reasonable tax in-
creases if they know that it is going for a good purpose. A dedicat-
ed tax may well be the revenue approach of the future.

Our panelists are Gordon Ambach, who is Executive Director of
the Council of Chief State School Officers; and Sandra Kessler
Hamburg, who is Vice President and Director of Education Studies
for the Committee for Economic Development.

Following the testimony of our panelists, we will hear more on
the year 2000 strategy from Dr. Ted Sanders, who is the Under Sec-
retary and Chief Financial Officer of the U.S. Department of Edu-
cation.

I want to thank all of our witnesses for being here. We do appre-
ciate your taking the time to c. me here because this is an extreme-
ly important centerpiece, if you will, for our attention in terms of
future budget resctutions. There hasn't been a budget resolution
that 1 have worked on in which education has not been a key issue.
And I think that is going to continue to remain the case, particu-
larly as we look at where America’s role is in the next century.

So, with that, we again welcome you here. Your statements will
be made part of the record, and you can read from them or summa-
rize them as you wish.

Mr. Ambach.
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STATEMENT OF GORDON M. AMBACH, EXECUTIVE DIRECTOR,
COUNCIL, O¥ CHIEF STATE SCHOOL OFFICEX:; COMMITTEE
FOR ECONCMIC DEVELOPMEINT

Mr. AMBacH. Thank you very kindly, Mr. Chair..:an, Congress-
man Kildee, and Congressman Beilenson. It is a great privilege for
me to be with you.

The CHAIRMAN. Congressman Huckaby.

Mr. AmsacH. I beg your pardon, sir. My listing was wrong in the
order. Apologies to you, sir.

Thank you very kindly for your openin;. statement, Mr. Chair-
man. I am in complete agreement with the statements that you
have made, and I think that the presentation I have before yu is
reflective of the concerns that you have expressed. I will noc be
dwelling particularly on early childhocd education this morning,
but let me make a point before my colleague does spr ak particular-
ly to the CED report.

I served as Commissioner of Education for the State of New York
for some 10 years and before that as the Executive Deputy Com-
missioner. It was my privilege in the year 1969 to write a position
paper for the Board of Regents of the State of New York which put
them in a position of arguing that every 3- and 4-year-old in that
State who was economically disadvantaged ought to have the ad-
vantage of a prekindergarten education at public expense. I am sad
to say that that has not come to pass, but I express this because I
want you to know how much I agree with your thought of the im-
portance of early childhood education.

This morning, however, I want to concentrate on certain other
aspects that you have requested I speak to you about. I provided a
rather voluminous testimony, a cover statement, and then four at-
tachments, each of which is responsive to one part of the questions
in your letter having to do with our proposal for a major initiative
in the 1990’s, America 21; our proposals having to do with testing;
our proposals having to do with a dedicated tax, as you have just
referred to; and a comment about recent reports that we have
made on the conditions of education in the United States look at
State by State.

I would prefer, Mr. Chairman and Members of the Committee,
that all of these items be placed in the record. I do not plan to read
from those statements this morning. I would far rather speak and
start our conversation by providing you with an overview of what I
think to be the major national issues in education for this decade.
And I do so in the context of advice on how you do shape the budg-
ets for 1993 and for the balance of this decade.

My statement has started with two specific recommendations. I
am going to come back to those because I would rather begin with
the context for making Federal decisions in education over this
decade. Why is it that we should be concerned about an increased
Federal role? And I have advanced two sets of points: one having to
do with the factors toward nationalization of the educational enter-
prise in this country, and the second is a reminder to all of us as to
what the Federal role has been in education in the course of these
last two centuries.
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It is not my purpose to bore you with a lengthy historical record,
but I think it is very important, as we look at the 1990’s, to think
about some key events that have taken place in this Nation’s histo-
ry which have built a Federal role for education and on which we
should build our programs for the 1990's.

Now, if we were gathering 2 years ago on July 24, 1989, there
would have been no national goals for education. Charlottesville
would not even have been convened. There was hardly any discus-
sion whatsoever in this country about national testing or a system
of national testing. And, indeed, there was not all that much dis-
cussion about national strategies for change or reform in educa-
tion. Clearly there were lots of laws on the books at the Federal
level and much concern about education, but it was not cast in the
same set of terms.

Now, what has been happening that has led us in these past 2
years to such an intense consideration of national goals and a con-
sideration of national testing and national strategies? There are
lots of factors that have pushed us in that direction. You have
mentioned a couple, Mr. Chairman. Clearly the issue of interna-
tional economic competition has been right up at the front, and the
knowledge that if we do not have our students prepared to work
harder, the work will go overseas; that, in fact, our economy will
slide, we will not be able to keep up the level of affluence unless

- we have a work force that is truly in international competition.

A second factor has to do with our position with respect to secu-
rity. We sent one armed forces to the Persian Gulf, not 50 from the
several States. We deal with the issue of security on the basis of
expecting that our troops have a commonality of language, of
terms, of understanding, of communication, of technological sys-
tems that are extraordinarily sophisticated. And we, indeed, have
the feeling that there has to be some nationwide or national sense
of standard in that direction.

Third, we have the factor of population mobility which has been
increasing in this country with the expectation thut when families
move from State to State, they can expect that there is going to be
a continuation of education for their children, that there is a
common kind of education that can be followed.

Fourth, the issue of equality of opportunity across States, and 1
would point out that many of the Federal acts, particularly since
the 1960’s, have focused on trying to provide a certain equalization
of opportunity among the States. :

The next is the link of education policy with health or social
service strategies. Much of the policymaking in this country in the
areas of health and social services is, in fact, Federal. And as we
recognize that education must be linked much more closely to
health and social services, there is a natural tendency to think
more about national education policy related to health and social
services. I would give you two examples of that fairly recently. One
is the development of the Family Support Act—a welfare, if you
will. In fact, it is an education bill. It relies upon the requirements
that there shall be education and training for those who are recipi-
ents in order to become independent. Now, that has forced the cor
cern for national strategy in education as well as in social servic -
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The debates most recently on child care are another example of
connecting health, social services, health, indeed, and education
with respect to national kinds of strategies.

The sixth is a recognition of the commonality of the education
program across our country. As a Federal Nation and with a sense
of decentralization of decisionmaking to States and locaiities, there
is a lot of protected area by way of setting policies and keeping
things somewhat differer:t among the States and localities. The fact
of the matter is that if you look across the country from one State
to the next, you will find very common use of text, of materials.
You will find very common use of various tests. You will find use
of Carnegie units and standards and 5o on. And we are seeing—
indeed admitting—that ther¢ is much more commonality in the
system across the land than there are differences.

That “as led to a very important point with respect to putting
together scarce resources in order to get particular jobs done; that
it is better to do it in some cases on a one-shot or national nation-
wide basis than 50 times over. Now, the States are coming to recog-
nize this and, indeed, are banding together in more and more ways
to share resources and talents to get things dcne. It is clearly a na-
tionalizing influence in education.

Finally, I would point out thtaz with the principal responsibility
for educat.on which is at the State level, recognizing that there is
always tlie necessity for incentives and, indeed, prods to be provid-
ed in order to change, there is a tendency to move to the Federal
level for incentives for various kinds of actions that will assist or, I
say bluntly, sometimes prod the States into taking different ac-
tions.

Now, those factors are coming toz:ther and have come together
to bring us national goals for educa’ion, concerns for national test-
ing, and, indeed, concerns apout national strategies. Now, the con-
text in the 1990’s is different by way of what should be done with
Federal programing.

I mentioned a few mcments ago that it might be useful for us to
take a quick travel back through some of the major events in this
country in two centuries where the Federal Government has inter-
vened in education, and we start in the beginning. In the North-
west Ordinance with the dedication of certain tracts of land for
education, about. all the Federal Government had tc provide at that
point, there was a clear recognition that in the move o the West
there should be a provision of common public education through
the use and incentive of a certain Federal activity.

If you jump over into the 19th century, in the latter part of that
century, with the creation of the land grant colleges and universi-
ties, an act which was small in its beginning but has led, with Fed-
eral initiative, to ore of the most extraordinary developments in
education this world has ever seen: The growth of the full public
university system across this country. That was done out of Federal
initiative in the latter part of the 19th century. And it was done for
the purpose of assuring that we would take advantage of the tech-
nological cdvances, apply them to agricultural, apply them to in-
dustry, apply them to business. And it worked, and 1t has vorked
in the end of that century and th.ough the better part of this one.

Lo
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If you move from there to the period of World War I, the Federal
actions taken at that point had to do v ith the creation of the ¥oca-
tional Education Act and the Vocational Rehabilitation Act. The
Rehab Act was directly related to assisionce of the disabled from
the war. The Vocational Education Act was put in place because
that is exactly the time that Turner was developing mass produc-
tion in this country, and we needed a better equipped workforce fo
be able to operate our plants. And so the Federal Government in-
tervened with the Vocational Education Act.

Skip into the Depression yea:s, and throngh things like WPA,
child care programs, various support programs for teaching, there
was clearly a set of Federal initiatives, partly to recover from the
Depression but partly to try to beef up the capacity of the educa-
tion system so that there would be a strength in education in the
country.

Incig;ntally, in the 1930's in this country, abort 33 percent of
our people actually graduated from high school. We tend to forget
how far that has come. It was about 10 percent in 1910, all the way
up to 33 percent in the 1930’s. It is now approximately 75 percent
on regular graduation; indeed, when you add in GED'’s, it is now
pushed up pretty close to 86 or £8 percent in this countrfy.

But back to the story line. From the Depression, if you think
then into the 1940’s, the major intervention in education in the
1940’s was the GI bill, probably the single most important action.
gver taken by the Federal Government in support of colleges and
universities because it opened up a vast opyortuni’ s for education
through that means.

Indeed, one other crossover recollection: In 1952, the Federal
Government sggnt as much moneg for education as it spent for -
health. Just about the same. Why? Because of the GI bill ot that
point. That is clearly not the case today. There is an incredible dif-
ference of the way in which those programs have grown.

In the 1950's, 1t was in 1958 that we had the National Defense
Education Act. Recall it came right after Sputnik. It came with the
concern, an international competitive concern that the Russians
wera moving ahead of us in space and that we had to beef up raath-
ematics and ucience, we had to find ways to support teachers 1n ele-
mentary and secondary education, subsidize their education,
reward them for staying in education ard so on.

You move from 1958 to the 1960’s, and the midpart of the 1960’s,
.. whole cluster of acts: The Elementary and Secondary Education
Act, the Higher Education Facilities Act, the Higher Education
Act, Library Services and Construction Act, Manpower Develop-
ment and Training Act, which was the predecessor of CETA and
the predecessor of JTPA, Head Start, and even some other acts, all
clustered at that point.

T} ir focus was on equity. Their focus was on the provision of
opportunities for those who were economically disadvantaged in
order to gain success in educatiou. That was filled out in the 1970’s
with ine Handicapped Education Act, educat . 1 for all handi-
cagf)ed children.

ow, if you think from the mid-1970’s to the present time, al-
though there have been reauthnriz:.tions of these various statutes,
in effect the purposes have remained pretty constant. There have

L1
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bheen adjustments made in terms of volume and in terms of the
nature of the assistance, but the purposes have remained really
quite constant.

Now, all of that brings me to this decade, to the 1990’s, and the
issue is: What is left? Are we in a circumstance where it is in part
the building out of the promises in many of tho«e acts which have
not been fully met, as you have indicated, Mr. Chairman. Still only
50, 55, 60 percent of the children eligible for Chapter I are receiv-
ing those services. Still the Federal part of the Handicapped Act is
only paying out at 8 percent while the promise was at 40 percent
when it was initially put in place. Still we are behind with respect
to keeping up on Pell grants and so on. There a2 very important
things to be done there to fulfill those promises.

But there is another challenge. The challenge is to help from the
Federal level for system change, for institutional change. And al-
though the components of doing that have been a part of the Fed-
eral array of activities in the past, they have never really been put
together in the way in which they must be put together now. They
can be put together in connection with a thrust for achieving the
national goals. Indeed, if stating the national goals has any pur-
pose whatsoever, it should be to orchestrate; it should be to rally
different kinds of support across this country, including Federal
support, in nrder to achieve them.

Now, last year—Congressman Kildee can remember this very,
very intimately—there was a development of an act called the Ex-
cellent and Equity in Education Act of 1990. It was crafted in a bi-
partisan way in the Committee. It was moved through, and, indeed,
it was passed not only once but passed twice by the House of Rep-
resentatives in Octrher of last year. It would have endorsed the na-
tional goals for education. It provided policy statements related to
the goals. It provided adult literacy. It had a major professional de-
velopment program. It had a program for trying out flexibility or
deregulation on a demonstrated basis. It had a program to demon-
strate choice in public schools. It had alternative certification, and
80 on. '

It was passed through the House. Unfortunately, it got snagged
in the Senate on procedural grounds in the last hour of the session.
And so it didn’t go through. That would have provided an authori-
zation at about $800 million. The bill reference is H.R. 5932. And
although it did not pass last year, it is alive in the sense that. as
the Senate now deliberates on S. 2, on incorporating the America
2000 provisions, some of them, and deliberating on what should be
done with respect to national goals, much of the provision that is
in 5932 is very much on the table.

Our organization has designed a way in which you could incorpo-
rate key elements of 5932 with the provisions that are in the S. 2
bill on the Senate side, further incorporate certain concepts of the
Administration’s America 2000 program, and weave these into an
act which, in our judgment, would be as significant in edncation
reform at this stage as was the Elementary and Secondary Educa-
tion Act in the mid-1960’s and, indeed, as the NDEA in the 1950’s
and perhaps some of the othic* acts that I have recited just a few
moments ago.
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This is exactly the time to do it. The Federal role in providing
research and development is well established. The Federal role in
providing startup money for innovation or dernonstrations is well
establishec. The Federal role in providing for staff development,
training of personnel, which is absolutely critical to reform the
schools—that is well establish in past acts. The concept of support-
ing instructional technology has been slready built into certain
provisions. But they have never been put together in a full package
which would provide a wedge for reform. And not a reform for 535
schools; there are 110,000 schools in this country. Any reform eftort
has got to be designed with a buildout over 10 years that will genu-
inely reach every single school in this country and make every
school a high performance school.

Now, this is not to arguc that the load has got to be on the Fed-
eral Government. We are well aware of the budget crunches under
which you are particularly operating. We are well aware of the
limitations over these next 2 or & years. But this is the time to
design the strategy, and one can, in fact, build it. One can start in
what would have to be a limited way with the expectation that one
can build out at a later time when there is a better capacity to be
able to make the changes that are necessary.

Mr. Chairman, we have provided specs for thet. It is in the
backup documents, and I won't take time to go into the details. As
I have said, it does take certain concepts from Americe 2000, and it
incorporates them into a broader design. Perhaps most important,
it genuinely connects what would be in the new initiative with
what States and localities are doing now and will be doing so that
the some 6 percent of Federal money out of the total funding for
elementary and secondary education is genuinely leverage money.
And it means that you cannot take only a new increment that
might be in America 21 concept. You have got to connect that with
the other parts—Chapter I and education for all handicapped chil-
dren and so on—so that you see them being brought together in
terms of some real leverage.

That, incidentally, is a major failure of the Administration’s pro-
gram. That does not happen at all. They are isolated gieces in that
effort, but they can be recrafted. And, indeed, in the Congress I am
confident that that is exactly what will happen.

Now, one more point about a specific recommendation before
you. The whole concept of having national goais for education, of
course, is accompanied by having a reporting system and informa-
tion to keep score on whether you ever reach them. This means ex-
pansion of the kind of assessment that we have nationally. If a goal
is to be No. 1 in the world in mathematics and science, you have to
have some system to know whether you are there, how far you are
and what it takes to get there. If you want information about
achievement for youngsters who are in the 4th or the 8th or the
12th grade, you have to have systems with a commonality of terms
and the capacity to relate scores one place to the next, to be able to
know whether you are making progress.

Indeed, one of the major developments in education is to try to
shift to having goals, objectives, lessen the regulations, lessen the
requirements or specifications for operation, leave more operation
to schools and to school districts, and then megsure the perform-
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ance later to determine whether it is effective, and therefore build
in incentives in order to try to change that.

Well, the theory works if you have a system of information and
assessment that enables you to keep the scorecard necessary to
know whether the targets have been met.

Now, here, again, there is a very special role at the Federal 12vel.
The debate which is going on right now on the issue of national
testing is a debate which has to be connected with the use of
NAEP, the National Assessment of Education Progress. But it is
drawing in the concepts now of individual examinations for stu-
dents. Current National Assessment of Education Progress does not
measure individual student performance. No one youngster gets a
report or a swore on taking' NAEP. The scores are aggregated
across the State oi across the Nation because that is all designed to
tell us how well is the system doing, not how well is an individual
youngster doing.

NAEP, of course, has been around since the 1960’s. It is only
within the last 3 years that there has been an authority to use
NAEP State by State. Indeed, it was in June that the first mathe-
matics at the eighth grade level on NAEP was reported.

Now, NAEP needs to be expanded substantially so that we have
results State by State on all of the five subject areas, and we have
got them on a periodic basis. Incidentally, right now there is not
authority in order to expand State by State NAEP past 1992. But it
should be provided.

The debate centers more on what should the National Govern-
ment be doing in creating individual examinations, and that is a
debate which has two parts: One, which level of jurisdiction ought
to be most prominent in this—the localities, the States, or the Fed-
eral level; and, two, the issue of the natuie of the tests themselves.

There is a very great dissatisfaction with what is happening in
testing in this country; namely, its tendency to be short-answer,
machine-scorable, very objective, but limited by way of its capacity
to g(inuinely drive instruction or learning. Let me give you an ex-
ample.

If your objective is to have students write essays, you had better
test them by having them write essays. But grading essays is a
very different thing when you are talking about large numbers of
students than grading short-answer questions which might ask stu-
dents about various parts of writing, parts of speeck and how you
parse sentences and so on like that.

The debate is, then, on the construction and type of test as much
as it is on the jurisdiction which should administer it. There is a
lot of work that needs to be done here. It is ciear, I think, from the
educators perspective that testing must be associated closely with
instruction and with the curriculum. But the more you associate it
with instruction and curriculum, the more there is a worry if you
do it on a national level because then you are driving a commonal-
ity of what the curriculum should be.

This is the reason why there are popular concepts now of trying
to cluster individual examinations, having national standards with
different exams associated with them. And it is why we have pro-
posed in our testimony; we have proposed it to the Commitiees, the
Senate and House sides. And, incidentally, I happen to be a
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member of the new Council on Standards and Testing by appoint-
ment of Senator Mitchell. We are there dealing with the issues of
which type of assessment system should we have in this country.

Let me conclude, Mr. Chairman and Members of the Committee,
by saying that I hope what I have provided is a kind of historical
context in which we now have to be making decisions about educa-
tion. The last part of that historical context has to be a bottom-line
context on numbers. If you look at what proportion of total expend-
iture for elementary and secondary education was coming from the
Federal Government in the mid-1960’s, it was in the vange of about
7 At the end of the 1970’s, it was up to 9.8. Today it is down
toward 5.6.

If one simply projected out what the Federal expenditure would
be in 1990, if it was at the same proportion of what it was back in
1979 and 1980, rather than expenditures for elementag' and sec-
ondary education alone, which by the Department of Education’s
own report was appr yximately $17 billion, we would now be ex-
pending $22.1 billion. Just if we were on that same proportion that
was expended in 1979-80. In fact, there has been a net drop in
what has been provided by the Federal level for elementary and
secondary education.

That gap would be $5 billion. I cite that to you only to indicate
that even if we were talking about an initiative of America 21 and
added resources for testing, which would total, if it were fully
funded in the first year, probably $1.7 billion, you are two-fifths of
the level of what that gap is.

I repeat: We understand the crunch of the budget and the pob-
lem of these immediate years. We believe it is important to get a
start, but we also have gone on record, as the Chairman noted, in
support of a dedicated tax. We haven'’t tried to prescribe which it
should be. That is not our area of expertise. But we will support it
as hard as we can. And we think, just as you said, Mr. Chairman, if
you can be persuasive that you have a program, a direction to be
hinged to that kind of tax, and you are persuasive to the business
community and to the public that that is absolutely critical for the
development of the capacity of our students for the 21st century
international ccmpetition, I think it can go. I think you can get
American people to support that. And that is exactly why we have
advanced it for your consideration.

Thank you very kindly for the opportunity to be here this morn-
ing. I will be pleased to respond to any questions.

[The prepared statement of Mr. Ambach may be found at end of
hearing.]

The CHAIRMAN. Ms. Hamburg.

STATEMENT OF SANDRA KESSLER HAMBURG, VICE PRESIDENT
AND DIRECTOR OF EDUCATION STUDIES; COMMITTEE FOR
ECONOMIC DEVELOPMENT

Ms., HamBURrG. Thank you, Mr. Chairman and Members of the
Committee.

My nume is Sandra Kessler Hamburg, and I am Vice President
and Director of Education Studies for the Committee for Economic
Development, a nonprofit and nonpartisan research and policy or-
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ganization comprised of 250 of the Nation’s top business leaders
and educators.

I am pleased to have this opportunity today to testify on the Na-
tion’s education reform effort, end specifically on CED’s recommen-
dations in its recent report, ‘“The Unfinished Agenda: A New
Vision for Child Development and Education,” and its companion
research paper, ‘‘Business Impact on Education and Child Develop-
ment Reform.” I also welcome the invitation, Mr. Chairman, to
comment on the new America 2000 education strategy.

For 50 yea's, CED has focused on those issues that most affect
the long-term economic well-being of the Nation’s citizens. Educa-
tion is one of those long-term issues because we believe that the
education of America’s citizens has significant consequences for our
Nation’s productivity and competitiveness. For this reason, nearly
10 years ago—well before the release of “A Nation at Risk”—CED’s
trustees embarked on what has become a series of landmark stud-
ies on the role of business and education reform.

The first two of these reports, “Investing in Our Children: Busi-
ness and the Public Schools,” and “Children in Need: Investment
Strategies for the Educationally Disadvantaged,” have had a major
impact on education reform, not the least of which has been the
focus of the business community on education as an investment
and not merely as an expense; an investment that has returns in
terms of increased participation in the job market, more taxpaying
citizens, reduced crime, welfare, heafth, and other costs. This
return on investment is the spark that has driven the business in-
volvemnent ‘n education ever since.

The recommendations in those early report have had a major
impact on education reform in the States and local communities. In
“Investing in Our Children,” recommendations on accountability,
what to do with bankrupt schools, career development of teachers,
market-based school incentives, and school-based management have
been incorporated into many education reform plans. “Children in
Need” has led to a virtual explosion of early intervention initia-
tives in States and local communities. At the beginning of the
1980’s, only eight States funded preschool programs for poor chil-
dren. By 1990, that number had grown to 35. And last year at the
national level, Head Start, which had been recommended for full
funding in both “Investing in Our Children” and ‘“Children in
Need,” received for the first time in its 25-year history fuli funding
authorization, although the actual allocations have fallen far short
of those full funding targets.

Despite these successes, CED’s trustees recognize that the Na-
tion’s reform efforts were failing to generate the major, measurable
improvements in student lea.ning demanded by an ever more com-
petitive global economy. Accordingly, CED’s gesearch and Policy
Committee appointed a subcommittee of CED trustees, chaired by
James J. Renier, Chairman and CEO of Honeywell, to look at this
issue. The charge to this group was to examine the results of
nearly 10 years of education reform, identify the barriers to
change, andy develop a comprehersive vision of education that will
enable all children to succeed in school and in life.

The report that resulted is “The Unfinished Agenda,” and its
central thesis is this: Unless much more is done to meet the health,
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social, and developmental reeds of all children, both before and
while they are in school, the Nation's ambitious education goals
are destined to fail.

The reason for this is clear: Dramatic social changes have forced
public schools to assume responsibilities for the weltare of children =4
that go well beyond their +raditional educational mission. Jim
Renier, who earlier this year testified so eloquently before this
Committee on the importance of the WIC program to the health
and development of poor children, learned firsthand of the conse-
quences of the social agenda from his experience as chairman of
the “Success by 6 program in Minneapolis. Mr. Renier has ob-
served that the social problems of students— verty, drug abuse,
violence in the streets, the disintegrasion of the family—are over-
whelming the schools. As a result, teachers are forced to spend
most of their time not on academics, but dealing with the conse-
quences of social failure.

CED estimates that as many as 40 ;ﬁarcent of the Nation's chil-
dren are at risk even before they reac the schoolhouse door. The
reasons for this are many, but they stem increasingly from the dis-
turbing rise in the number of households headed by single par-
ents—mostly women and largely poor or near poor. During the
past 40 years, the number of babies born each year to unmarried
mothers has increased by 600 percent, from 1 in 25 to 1 in 4. One-
third of these births are to teens. While many single parents have
provided supportive and nurturing homes for their children, the
odds are stacked against them. The William T. Grant Foundation
estimates that 9 out of 10 families headed by young single mothers
who are high school dropouts are living below the poverty line.

What this means for children is that more of them—25 percent
of all children under the age of 6—are now living in poverty. Chil-
dren of color bear an ever greater share of this burden. In 1987
nearly half of all black and more than two of every five Latino
children under the age of 6 lived in poverty.

But it not only the poor who are failing in school. As it was
pointed out earlier, when we look at indications of achievement
across the board, our students are not doing as well as those in
competitor nations. The National Assessment for Educational
Progress estimates that less than half of all students graduate from
high school with the math, English, or science skills needed for jobs
in business or Government.

Part of this answer is less demanding curriculums and lower
standards. But even children who come from middle-class families
are under greater social stress ‘han they once were. More than half
of all women with children under the age of 6 are in the workforce,
and only 8 percent of schoolaged children live in families where
the father works and the mother stays at home—what we think of
as the traditional nuclear family. A 3.year-old in fulltime child
care, therefore, outside the home typically spends about half of his
waking hours in the care of adults other than his parents.

The trustees of CED believe that we can shift the social burden
from teachers and help kids become better able to compete aca-
demically. But it demands that we as a society must be willing to
thindk differently about children’s developmental and educational
needs.

.
-
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First and foremost, the Nation needs to recognize that in a very
real sense, education begins at birth and not when children enter
school. Children are born to learn, and they must be healthy and
well nurtured to do so properly. This means they need prenatal
care, proper nutrition, preventive health care, and development
learning experiences in the home and in both child care and pre-
school settings. They also need good parenting, and our policies
must recognize the primary importance of strengthening families.

The problem confronting many families and their clildren is not
necessarily the lack of available help, although key programs like
WIC and Head Start still only reach a minority of the families that
need them. So ofte:: these and other services are scattered through-
out the community and are not accessible. What CED calls for is a
reorganization of how these programs are administered and deliv-
ered so that they can be available at a single site in the community
or at a school building.

CED has spent some time looking into the Federal role in dealing
with this problem. Included is a call for additional resources for
strategic intervention programs that we know work, such as prena-
tal care, Head Start, WIC, and immunizations for children. But
there are also two other areas in which we believe it is essential
for the Federal Government to become involved and to be more in-
volved than they currently are. One of those is coordinating pro-
grams for children and youth, and the other is in education re-
search and development, which is a traditional Federal role.

The Federal Government needs to assess its own stock of chil-
dren’s programs, both in terms of their effectiveness and the effi-
ciency in which they are delivered. We currently have children’s
programs scattered all over the Government. We have educational
support programs in one department and child development in an-
other. Head Start is in one agency of HHS, and child care for de-
pendent mothers is in another. We have nutrition programs in ag-
riculture, but AFDC is in HHS. Each of these has separate authori-
zation, appropriation, and bureaucracy. The result is that by the
time the programs reach the State level, they multiply consider-
ably. Until recently, California had 160 programs for children and
youth overseen by 37 different agencies in seven different depart-
ments. In recent months, California has taken steps to mend this
situation bly creating a Bureau of Children in the Governor’s office.
But overall we have little way of knowing whether these programs
are really reaching their constituents or having the effect that they
are intended to have. We also are not sure how the {ota'ity of these
programs is affecting the ability of students to succeed in school.

An encournging davelopment iast week was the appointment of a
new working group in the Department of Health and Human Serv-
ices, cochaireg by Jim Renier, that will look at ways to coordinate
efforts throughout Federal and State governments to ensure school
readiness.

Now, the discussion of the ed2ral role in education leads me to
a consideratio1 of the President’s Ainerica 2000 education strate-
gies. O the ivhole, CED is very supportive of the scope and intent
of fimurica 2000, The Presidert, in articulating his vision, has
placed education at the top of the national agenda, where it be-
longs. Many of the key initiatives to increase accountability, im-
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prove assessment, encourage more flexible use of Federal resources,
bolster the skills of teachers and principals, and identify employ-
ability skills reflect positions CED has consistently taken in all
three of its education studies, beginning with “Investing in Our
Children.” The specifics of these positions are described in the at-
tached comparison between American 2000 and the CED education
program. I direct your attention there for the details. However,
there are two key points on which we have concerns, and I would
like to discuss these.

The first is the role of the Federal Government in supporting.
educational R&D. CED has consistentl recommended a vigorous
Federal effort in this area and views tﬁis as one of the key areas
for increased Federal investment in education. Our concern with
the aspect of Federal R&D in the America 2000 program, however,
lies with the reliance on private sector contributions to support the
new development effort to create a cadre of new American schools.
Corporations are already contributing extensively to innovative
education and child development projects at the State and local
level. But given the state of the economy and the pressures busi-
ness leaders might feel to contribute to the new development corpo-
ration, current corporate donations to promising initiatives may be
diverted or cut back. This conld send a discouraging message to
those who have been working un the innovative approachrs that
could become the new American schools across the board. We
therefore would urge the development effort to identify and nur-
ture the many excellent programs and approaches that already
exist and which work, such as the Comer process, the Park East
Secondary School in east Harlem, and the Albugquerque New Fu-
tures School for teen mothers and their children.

A second area of concern is with th2 private school choice plan
proposed by America 2000. CED has .ong supported choice among
public schools. We believe public school choice can inject a healthy
dose of competition into education. But CED’s trustees do not be-
lieve that choice, by itself, will drive educational change. As we
point out in “The Unfinished Agenda,” public school choice should
be applied where it is part of an overall program to restructure the
schools, where there is adequate accountability, and where the spe-
cial needs of disadvantaged students are taken into account. We
firmly believe tha the very first obligation of society is to guaran-
tee every child access to quality education, and not just the lucky
few who happen to live in the right neighborhood or who have par-
ents who can work the system. It is precisely these most vulnera:
chilaren who would be left in the worst performing schools in a pri-
vate schoo} voucher system.

ITowever, we do recognize that we don’t really know how such a
gystem might work and effect the overall quality of education,
since there really are no good examples of where private school
vouchers have been tried extensively and for a long enough period
of time. In a recent op-ed article in the New York Times, CED's
chairman, Brad Butler, the former chairman of Procter & Gamble,
suggested that if the Administration is determined to introduce pri-
vate school choice, it should be done as a carefully controlled ex-
periment. As Mr. Butler says: “Phe Nation should not be rushing
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headlong down the path of private school vouchers until we know
how the system might work in practice.”

I would like to close with some observations from the research
report “Business Impact on Education and Child Development
Reform.” This analytical effort was commissioned by CED as back-
ground for “The Unfinished Agenda” and was authorized by Mike
Timpane, President of Columbia Teachers College, and his col-
league, Laurie Miller McNeill.

In their analysis of nearly a decade of education reform, Mr.
Timpane and Miller McNeill conclude that we indeed have a long
way to go to achieve the results in education our Nation needs.
However, the trends in reform that they see, particularly the
emerging understanding of the broad needs of children, lead them
to be cautiously optimistic. They believe we are on the right track
and that many of the education initiatives currently being imple-
mented at the State and local level are symbolic of a new commit-
ment to the development of all human resources in this Nation.
They give considerable credit to the business community for driv-
ing this new agenda and note that in many, if not most, States the
new reforms would not have passed without business support.

At CED we believe we must continue to harness that energy to
complete this most critical task. And that, Mr. Chairman, is our
Nation’s pledge to educate all children to their fullest capacity. If
we fail in this effort, nothing less than our future as a free and
democratic Nation will be at stake. Thank you.

[The prepared statement of Ms. Hamburg may be found at end of
hearing.]

Mr. KiLpek [presiding]. Thank you, Ms. Hamburg, for your very
fine testimony.

Just a comment before we start some questions here. I think the
last time that we had both the Congress and the Administration
agreeing to this degree on the importance of education was prob-
ably back in 1965 when the Elementary and Secondary Education
Act was enacted. I think this is a golden opportunity for us. We
have business, we have the Administration and the Congress really
in a mode where they want to act. I think to miss this opportunity
would really be a real tragedy.

We have to find dollars for this. Very often we hear you can’t
solve educational problems by throwing dollars at them. We didn’t
hear that quite so much when we built up the Pentagon, you know,
for 10 or 12 years, but generally we single out education as the one
where you can’t throw dollars at it. Well, I think we do need some
greater financial commitment to education, plus some restructur-
ing in education itself.

r. Ambach, you mentioned the tax, a dedicated Federal educa-
tion tax. How would you envision that would work, and what kind
of money are we talking about?

Mr. AMBACH. Mr. Clgnairman, we have provided in the backup
piece to Attachment 4 a spread sheet whicg would indicate the ap-
proximate amounts. We did that by way of estimating not each
year, but estimating out to a target, perhaps 4 years from this
point, at which time in order to meet projected needs to provide for
full services in each of the existent Federal programs, such as Edu-
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cation of All Handicapped Act, Chapter 1, Pell grants, it was our
projection that one would need—if you were full servicing each of
these—an expansion that would exceed about $4(¥ billion.

Now, there would have to be a buildout to that, obviously, and
we provided that for illustrative purposes to show what the target
would be. We did not, Mr. Chairman, prescribe exactly what tax
ought to be used, whether it ought to be a corporate tax, whether it
ought to be a payroll tax, whether it ought to be some provision on
income. That is not our area of expertise. That ought to be deter-
mined by Ways and Means, by Budget, by Members of the Con-
gress, But we have given you an order of magnitude through which
it would be done.

Mr. KiLpee. What would guarantee that we would not use that
extra tax to relieve the burden on the general fund, which has hap-
gened in the past? 1 am intrigued by this idea of getting some extra

ollars for education. What would guarantee that we wouldn’t use
that like the highway fund where we just don’t spend it all, and
then use that to make the deficit look smaller?

Mr. AmBacH. Well, the concept, Mr. Chairman, of a dedication
here would mean that any revenues raised under this dedicated tax
would have to be committed to a specified set of education pro-
gram, and once again, we have indicated those.

It is our judgment that the Congress should not lock those educa-
tion programs solely to that particular tax. Indeed, the concept
that we have advanced would be a niix. You would have a certain
funding of education programs which would be from more general
funds, if you will, but you would have then the addition of the dedi-
cated tax which would provide, in effect, the growth that you
would need for purposes of assuring full service on these progrars.

Your question is extraordinarily important with respect to trying
to put in the right hedges, if you would, to assure that you do not
create a substitution effect. This is, of course, the problem that any
one of the States has when they put.a dedicated tax in, when they
put a lottery in, when they put any kind of an earmarked provision
for education funding. There is always the danger you will get a
substitution effect. You will simply drop it off on another part.

Now, one way of assuring that is, of course, to build in a thresh-
old level of expenditures that would be drawn from other revenues,
whatever year the new tax would start, and therefore you would
require that all of the new revenues from the dedicated tax would
be added on top of that threshold. You could furthermore build in
a kind of an escalator on that threshold related to some kind of a
cost of living adjustment, which would assure that you were not
losing ground by way of that initial earmarking of general reve-
nues. So there are ways to do it.

Mr. KiLore. The reason I asked that question, and I think you
and I are wrestling with some guarantee, because in Michigan 1
was in charge of the school aid budget on the Appropriations Com-
mittee, and we had what was called a basic school aid fund. It was
funded from various sources, a liquor tax, which we called shots for
tots that went into that. The lottery was finally put into that.

But I can recall when the lottery money was put into the basic
school fund, it really didn’t probahly add anything to education be-
cause we just then took less from the general fund where the lot-
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teryhmoney used to go, and we didn’t really pay too much attention
to that.

I would like to see it structured some way where, if we do have
.an additional tax, it would not be offset some way and that we
could get some guarantees because bown the Budget Committee and
the Appropriations Committee can be very, very creative when it
comes to a real fiscal crunch. We want to make sure that any extra
money that was raised for the purpose of education really did en-
hance education. I would look forward to working with you.

Mr. AMBacH. We would be very pleased to do that, Mr. Chair-
man. You cite an experience from Michigan. There are experiences
from many of the States with respect to trying to build in dedicat-
ed taxes together with general funds. I think that we can provide
some examples from them. But, of course, they have all got to be
brought into the Federal context.

We agree with you that if there is such a dedicated tax concept
sold to the American public, then it has to be accompanied with an
assurance that this is certainly going to be used for education pur-
poses and not used to offset what would be other adjustments.

Mr. KiLpee. Maybe something like we do with the State pro-
grams. We require 1 maintenance of effort.

Mr. AmBacH. Well, that is why I suggested. If you start out, you
see, by putting in a threshold level on the basis of what is current-
ly being funded and then indicate that the additional taxes have
got to be used for expenditures on top of that, at least you build in
that floor. And you can also put an escalator factor on that so that
you don’t lose ground over time from that threshold level. I do be-
lieve that there are ways to do this.

Mr. KiLDEE. I am sure there are ways.

Mr. AMBAcH. Whether there is the will and whether it makes
good sense to use the focus of taxing essociated with education ini-
tiatives as a part of the overall Federal funding strategy; we think
it makes sense.

Mr. KiLpege. And I think there is a way. We have to just make
sure the way is safe enough where it escapes the creativity of what
takes place even in the 602(b) allocations right in the Appropria-
tions Committee. There is a great deal of creativity that takes
place there.

Mr. AmBacH. Incidentally, Mr. Chairman, in our recommenda-
tion, in contrast with some of the proposals that have been in on
the children’s trust concept, we would not alter the authorities of
Appropriations Committees to make determinations in terms of rel-
ative call on the funds for particular programs. I think that is a
very important characteristic. Nor would we alter what authoriza-
tion Committees have in terms of their powers to make decisions
on which programs ought to be authorized at various levels.

Again, I think that is a very, very critical part of this. Our at-
tempt is to try to find the revenue stream and then built it on to
the decisions that the authorizing and the appropriating Commit-
tees would make.

Mr. KiLpEe. Ms. i.amburg, the CED has a great reputation on
the Hill and we appreciate all the work that has been done, the
publications and the impetus. Your publications are usually found
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on the desk of most of the people who are involved in trying to im-
prove educauon in this country.

The Committee for Economic Develo(i)ment indicates that we
should be responsible for the health, e ucation, and social well-
being of those children who come into the classroom. You know,
there are direct educational problems that a student has and then
there are societal problems. But the person is the same person.

Very often we have to ask, What's the educational pathology and
what is the societal pathology and how do we address that?

I really like your recommendations. Again, how should we fund
in a given school where we take care of both the educational,
h}(lealgh, and social problems of that child? How should we fund
that! ‘

Ms. HaMmBurG. We grappled with the issue of resources and
where they would come from in the subcommittee. And we tried
not to get too specific, partly because we recognized that that fund-
ing has to come from three different levels. But the lion’s share of
the funding for educational programs comes from State and local
revenues.

And each community and each State has different needs that
they have to grapple with. The Federal Government's share is a
very small percentage of that. Where we saw the need to increase
revenues was in the area of early prevention, so that we can hope-
fully, down the road, prevent some of those social problems from
coming into the classroom in the first place. So we can get children
who start kindergarten or first grade off on equal footing with one
another.

In our discussions of the need to increase revenues where extra
programs were being added or broadened, the trustees did discuss
the idea of a dedicated tax. They didn’t discuss it specifically on the
Federal level because we were looking at all three levels. The ¢™-
clusion and the consensus of the group—even though there was
some sentiment for recommending that revenues, that a consensus
be built around revenues being raised specifically for these pro-
grams, at whatever level—the consensus that emerged from the
entiv. Committee was that a dedicated tax could run into problems
just as you suggested with their being utilized for other purposes or
their becoming inflexible if tied to only certain prograrms.

And so the recommendation, therefore, became to look at each
gituation in each community and State; and at the Federal level, at
those strategic Federal programs, such as Head Start, WIC, immu-
nizations, and child care support. And to first try to find the reve-
nues by reallocating from other sources because there is a blanket
need to reduce the Federal budget deficit arnd to get a handle on
our fiscal problems. And that should be the first priority should be
reallocation.

But they were not against recommending to find ways to in-
c;ease overall revenues, if a political consensus could be found for
that.

Mr. Kipee. In Flint, MI, we have +hree schools, Gundry,
Holraes, and Northwestern and they are in an area where there is
a concentration of not only ed ucational problems, but some societal
Ieropllgmswsonle homelessne; , drugs, crime, some dysfunctional
amilies.
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And what is happening there—and this is something we hope we
can replicate elsewhere in Flint—we have taken quite a bit from
your reports here, from the CED, and are trying to bring into these
three schools the various social, educational, and heaith facilities,
getting money from one of the foundations that support you—the
Fobert Wood Johnson Foundation—and we got some Federal dol-
ars. :

Hopefully we are going to see how that can help not only the
children in that school, but help that area of town by having the
community school reach into the community and having the com-
munity come into the schools. So we are grateful to CED for some
of their advice on this and we are trying to implement that in a
pilot study in Flint, MI.

Let me ask both of you a general question. The President recent-
ly said we've increased overall spending for education 32 percent,
and yet, the SAT scores are dropping.

We had people from Sandia Laboratories, who really have looked
at this and they say that the facts behind the figures are quite dif-
ferent from that. They have indicated that when you look at those
people who are taking the SATs in 1970, and take a comparable
group who are taking the SATs in 1991, that there is no drop at all.
But because we are—and I think for very good reasons—encourag-
ing more people to go on to college, more and more are taking the
SATs. And those who formerly were not taking them, are taking it
and that does bring down the SAT, but doesn’t give you the facts
Lehind that.

Could you comment on that? Do you think there has been any
drop in the SATs among those who wers taking it, that group of
students taking it in 1970 and those who are taking it now? Mr.
Ambach, do you want to tackle that first?

Mr. AmBacH. Well, I will certainly try, Mr. Chairman. The at-
tempt to use SAT or ACT scores as an indicator of overall progress
of American education is not a wise attempt. The SAT scores have
been built into the wall charts and they have been used as indica-
tors of education progress in the States and the localities primarily
because they were the only thing available.

If you talk with folks in the Department of Educaticn when they
first put the wall chart together, they had no other indicators of
achievement level from one State to the next. So in attempting to
construct the wall charts State-by-State they went with what they
had and they started using SATs and ACTs.

We opposed that from the outset. And we opposed it precisely for
the reason that you are now getting at, Mr. Chairman. The per-
centage of youngsters who take the SATSs or the ACTs in the differ-
ent States is varied. In some States there will be 70 percent of the
seniors who take the SAT or ACT. In other States, it may be 25
percent.

When one is trying to match up the average score from 75 per-
cent of the youngsters taking the test, against another State with
20 percent, it is grossly inaccurate use of that statistic.

Now, that is a backdrop on the limitations of it. Remember the
SAT, of course, is taken only by those who want to take it, and it
has never been considered to be a sampling type of test that meas-
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ures overall progress. And you can gel some very, very important
anomalies with it. '

Let me give you ar example from New York State. In New York
State, there were regent scholarships which were formerly awarded
on the basis of a separate scholarship examination, designed specif-
ically for that purpose. Up until a periud of time when the legisla-
ture cut out the money for the scholarship on a cost-cutting bausis,
and then said, now, use the SATs and ACT scores for this purpose,
gg}i‘l that time about 50 percent of the high school seniors used the

8.

As soon as you started having a scholarship awarded on the basis
of an SAT, they jumped in number taking it to pretty close to 70
percent. Now, they weren’t taking the SAT as its purpose was in-
tended—that is admission to college—they were taking it simply
because that was the only thing you could take to get a scholarship
exam.

The average score in the State in 1 year dropped perhaps 15 to
20 points. Now, someone would say, tbe bottom fell out, in terms of
performance levels of the State system. No such case. It was the
fact that you had increased very rapidly, for this reason of taking
this for a scholarship, the use of that instrument.

I think what you found in t} - study, and they have looked it
very closely, is that there has been a strong impact in the depres-
sion of scores associated with the increase in proportion of students
who have been taking the test.

There are ways to examine different bands. You can look at the
top 10 percent, 20 percent, 30 percent and get a matchup. Now, the
fact of the matter is that overall, there has been a slide. There has
been a decrease on the SATS, but it is not nearly as profound as it
has been stated. And I repeat what I said at the outset, that is not
a good instrument to use for purposes of trying to determine what’s
the quality of the overall system. This is one of the reasons why
NAEP is so important, so that we have got another instrument
which is genuinely a sampling of students in States or the Nation,
on various subject areas. And you are testing everybody or you are
sampling everybody in that case.

Mr. KiLpeg. Has there been a slide, say—assume the top 20 per-
cent of each graduating class back in 1970 taking the SAT test or
ACT test and the top 20 percent of each graduating class today,
they would have indicated that there is really a fairly constant
score among those?

Mr. AMBACH. Mr. Chairman, I would have to ask the privilege of
going back and taking another specific look at that data.

Mr. KiLpig. I would want to myself, I was just asking for a kind
of a general——

Mr. AmBAcH. I have not looked at it up late and 1 would be
pleased to do that for you. You made the point that this informa-
tion is connected up with spending, and we often hear that spend-
ing has increased by 33 percent from 1980 to 1990. That’s correct.
Unfortunately what most folks don’t add to that is that spending
between 1970 and 1980 went down’ about 33 percent. So, in fact,
what happened is that if you look from 1970 to 1990 and look in
real dollars we are about in the same place.
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So it is nice to see the last decade as going up, and indeed, one
has to commend the localities and the States for tremendous efforts
that aie being put in to increasing the system, but you really have
to look at it over a 20-year span. And there the chart goes like this.

Mr. KiLpEE. And much of the increase has been for special edu-
cation, not for general education. When you count all the dollars,
we have concentrated mcre on the needs for special education
where we do find increases.

Mr. AMBACH. '(hat’s correct, Mr. Chairman. And that, of course,
has been, in large part, an initiative that has been pushed through
the Federal Government, an exztraordinarily important initiative to
provide for equity and to provide for opportunity.

Mr. K-uDEE. I like the fact that more are going on to college.
That can hav: the effect of reaching down further in that high
school graduating class for those taking the SATs. I think that’s a
very good thing. But it can affect the scores. I like the fact that we
are putting money into special education but we have to look at
really what have we done for general education.

And so I think we do make some social choices here, but we
should look at the facts behind the figures. Very often I tell the
story that one time in Royal Oak, MI, that the merchants became
very, very panicky because they discovered that the parking meter
receipts were showing that people were not coming downtown any
more. So they completely redid the downtown, spent a lot of
money. And still parking meter receipts were going down further.
They spent some more money to try and figure why weren’t people
coming downtown? And they found out that the person who wes
opening the parking meters was stealing the money.

So we have to look at the facts behind the figures, some times,
and get them straight. There are some facts behind the figures that
are goc . facts here. I think the fact that we are spending more for
special education; the fact that more are going on to college, I
think these are good things, but I think we have to have the facts
behind the figures.

Mr. AmBACH. Excuse me, Mr. Chairman, just one more point in
this context. If the target figure is 90-percent graduation rate, and
if you put in toto those youngsters who are either economically dis-
advantaged, or happen to have a disabling condition—and we are
talking about 28 to 30 percent of the youngsters when you put the
two categories together—it has to be perfectly clear to all of us
that a large portion of those youngsters who are economically dis-
advantaged or disabled must be provided the special assistance in
order to get to a nationwide 90 percent completion rate.

You to have better than two-thirds, 76 or 70 percent of the
youngsters who are economically disadvantaged and who are dis-
abled actually graduating in order to be able to get anywhere near
a 90 percent total population. I think that's the important thrust
by way of using these new national goals to make it clear as to
what this country has got to do by way of assuring that the young-
sters who need the help most are going to get it in order tu make
sure that our national goals are achieved.

Ms. HamBURG. I would just add that I think Mr. Ambach’s analy-
sis is absolutely on the money, with respect to using SAT scores as
an indicator of anything they really are inaccurate. We have never
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relied on them for our analysis of the problem. And that’s one of
the reasons why we have since our first education report, and in
each one of our education reports recommended the expansion of
the national assessment of educational progress, so that we can
have an accurate assessment of how ou- students are achieving,
not only just before they are ready to graduate highschool, but at
various age levels throughout the system. :

And on the spending 1ssue, I think he is right again. Much of the
increase in the last 10 years, I think, was due to increases in teach-
er's salaries that came about as the result of the first wave of edu-
cation reform. And those increases basically brought teacher’s
spending power up to the levels that they were in the early 1970’s.
So we were just really making up for lost ground.

Another part of increase also, I think, went to increases in social
needs of students and in schools having to meet social mandates
handed down bﬁboth the Federal and State governments. A princi-
‘pals group in Minnesota, for example, came up with a list of 52
separate social mandates that schools in Minnesota had to comply
with before they could ever get to the academic program. So, I
think, this is where the money has been going.

Mr. KiLpgg. I want to thank both of you for your very fine testi-
mony. It has been very, ver;; helpful to myself, both as a Member
of this Committee, and as Chairman of the Elementary, Secondary
and Vocational Subcommittee of Education and Labor. You have
helped us a great deal and we very much appreciate it. I think we
are at a time now where we can really seize the opportunity to
make a difference in education in this country.

Thank you, very much.

Ms. HaMBURG. Thank you, very much.

Mr. AmBach. Thank you, Mr. Chairman.

Mr. KiLpEg. Our next witness is someone well known to both this
Committee and to the Education and Labor Committee. Dr. Ted
Sanders, Under Secretary and Chief Financial Officer of the U.S.
Department of Education. Dr. Sanders has seen many a Secretary
of Education come and go and he remains. That speaks well of him.

Dr. Sanders, do you want to introduce those with you and you
may begin your testimony.

STATEMENT OF HON. TED SANDERS, UNDER SECRETARY AND
CHIEF FINANCIAL OFFICER, DEPARTMENT OF EDUCATION; AC-
COMPANIED BY SALLY H. CHRISTENSEN, DIRECTOR OF
BUDGET SERVICES, AND BRUNO MANNO, ACTING ASSISTANT
SECRETARY FOR THE OFFICE OF EDUCATIONAL RESEARCH
AND IMPROVEMENT

Mr. SanpErs. Thank you, Mr. Chairman.

It's a pleasure to be with you this morning and talk about these
very, very important issues. 1 do have with me at the table, to help
me today to answer your questions, Sally Christensen, who is our
Director of Budget Services in the Department, quite a familiar
face to you, and other Members of the Committee, given her contri-
butions across the years; und I also have Bruno Manno, whose posi:
tion of record today is Deputy Assistant Secretary for the Office of
Educational Recearch and Improvement. In reality he is the Acting
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Assistant Secretary and also serving as a special advisor to the Sec-
retary on Policy and working particularly on the America 2000
strategy.

I do have formal testimony, Mr. Chairman, but if it meets with
your pleasure I would like to just summarize it this morning and
submit it formally for the record.

Mr. XiLpEE. Certainly, that will be appreciated and your full tes-
timony will be made a part of the record, and you may summarize
as you desire.

Mr. SANDERS. Thank you, Mr. Chairman.

I would like to specifically hiEhlight in my summarization two
things if I might, after making kind of a general statement about
the proposed 1992 budget for the Department of Education.

As you know, the President’s requesting some $29.6 billion. This
is the largest Federal budget ever for education. It includes an in-
crease of roughly $2.5 billion over our 1991 appropriation. And that
$29.6 billion represents about 6 percent of our Nation’s total ex-

nditure for education. That total expenditure being just under

400 billion today.

Our budget, as we bring it to you focuses on the Administration’s
highest priorities—the first being providing assistance to dizadvan-
taged, to those with disabilities, as well as to needy college stu-
dents, and supporting also a variety of reform and improvement ac-
tivities.

In general, we have two specific areas that I would like to share
with you, just a bit, this morning. They are important priorities to
the Secretary and to the President. The first of those is the Amer-
ica 2000 strategy, and particularly that part of it which is included
in legislation and our request for the America 2000 Educational
Excellence Act, as it is reflected in this budget request.

The second is to talk with you a bit about our thrust in the Reau-
thorization for Higher Education Act.

So, if I might, and I feel like I may be even a little bit more brief
in my summarization because I know you, Mr. Chairman, are very,
very familiar with the America 2000 strategy, but perhaps there
are others who are not quite as familiar.

As you well know, the President’s America 2000 is a strategy and
not a program. It is a means for this country to move itself to ad-
dress education needs across the country, a community-by-commu-
nity effort. The strategy breaks into four major component parts
As the Secretary likes to call them, tracks. The first of those deals
with the current group of students who are in our schools and for
them better and more accountable schools.

The strategy also looks at tomorrow’s students and for them the
strategy envisions a new generation of American schools. For the
rest of us, those who are yesterday’s students and in today’'s work
force, changing us from a Nation at risk to a Natiot . " students.

Then the fourth track recognizing that for the typica: 18-year-old
today, only 9 percent of his or her time has been spent in the class-
room, inside the school, if you please, and 91 percent of their lives
have been outside the school. And this particular track recognizes
that if we are going to cope with the current challenges that face
us we must look beyond just the school and the classroom to do so.
Because there are other conditions that affect the learning and the
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achievement of our children. In this treck we want to create com-
munities where learning can, indeed, happen.

In the first track, the President envisions « number of specific
things happening, as you know. He sees a set of world-class stand-
ards in the five core subject areas. And the creation in this decade
of a set of voluntary national tests that we refer to as the Ameri-
can Achievement Test. _ .

He also envisions new means for recognizing and rewarding stu-
dents who achieve, as well as schools who achieve, teachers who
achieve. He also envisions a new kind of reporting {9 the Nation,
more importantly te communities and to parents about the per-
formance of their schools. : _

1 just picked up a bit of the conversation with the last witnesses
and know that you, apparently in your earlier discussion, focus
in ;)‘n the importance of this par ticular area, and our need to do it
right. _

The strategy, therefore, also recognizes the need for some
chanses in the national assessment of educational progress that
would help to support this vision becoming a reality. This track one
also envisions new choices and incentives for choice for epening the
numbers of alternatives that parents and children have in match-
ing their learning needs to the type of school that they would best
succeed in. ‘

The strategy, in this track, also recognizes that if we are going to
have the dramatic eftect that is required, as we move toward this
new century, that it is going to be necessary for us to focus consid-
erable attention on both the preparation and the u grading of the
current teaching torce, as well as the skills and ‘l)(nowle ge and
abilities of the people who will lead our achools for the remainder
of this decade and into the next century. Therefore, the President
has called for the creation State-by-State of a set of Governor’s
academies in each of the five core learning areas, as well as one
that would promote growth among our school leadership.

This and many other specific elements, Mr. Chairman, make up
the first of the four tracks and how we would deal with the needs
of the current set of students that are in our schools.

The second track, again, dealin with tomorrow’s students and
this vision of the need to create t is new generation of American
schools, the strategy recognizes that even the best of our schools in
America must improve if we are going to meet the challenges
facing us a Nation in the next century. And if the very best must
improve, then others must even improve more dramatically.

Here, the President has called upon the private sector to help us
to jump-start the collection and the use of what is or what we need
to know to create this new generation of American schools. And he
has challenged that private sector to raise between $150 and $200
million to create five to seven R&D teams in the country that
would serve as the source of intellectual stimulation about what it
is that we must do if we are to create these schools and to do it
effectively.

He envisions a very creative collaboration between corporations
and universities and think tanks and school innovators, like Hank
Levin and Ted Sizer, and others. The purpose was to envision how
we can create these break-the-mold schools for the next century.

'
29




25

The New American Schools Development Corp., which is to raise
money in support of this effort has been created and is well under-
wagotoday, as we appear before you, Mr. Chairman.

mbined with this is this vision about what we must do to
create this new generation of schools and it would envision at least
535 communities out there who would become America 2000 com-
munities and who would directly support the startup of the first set
of these new American schools.

The third track, Mr. Chairman, the one that deals with you and
with me, recognizes very, very clearly that what we are talkin
about for the next century is really an issue in productivity an
that if we are going to improve the productivity in the early years
of the next century, we are going to have to do more than just
effect what is going on in our educational institutions. Because
only 15 percent of the beginning work force of the next century is
in our schools today. And 85 percent of us that will make up that
work force in the year 2000 are already in it.

Many of us are illiterate and underskilled for the positions either
we aspire to or that we currently hold, and this particular part of
the strategy envisions raising tha literacy levels, as well as seeing
each of us with the opportunity to go back to school to improve our
own knowledge and skills for living and working in the next centu-
ry America.

The fourth track deals with the communities and provides spec’*-
ically for an initiative that would create these America 2000 com-
munities. America 2000 community is really a simple but a power-
ful idea. An America 2000 community is one that, in its own way,
reco%nizes the importance of and adopts the national goals for
itself.

Second, it is a community that commits itself to creating a strat-
e%y whereby the community will mo-e itself toward the attainment
of those goals. And third, it is a community that is willing to be
held accountable not to the bureaucracy in Washington, or at a
State level, but to the larger community, the community in which
it will exist. It is willing to appropriately measure and to report its
progress toward the attainment of the goals. And, fourth, it is will-
in tol, and agrees to create and support one of these new American
schools.

Most of the strategy, Mr. Chairman, is not the kind of strategy
that would be included in a typical bill that we would present to
Congress. But there are parts of the strategy that do require the
attention of Congress because they either specifically require au-
. thorization, and oftentimes the commitment and expenditure of
money. You will see that reflected in our 1992 budget request. You
will notice that we have requested $180 million that would provide
the seed money for the first wave of these new American schools.

We have asked for $100 million to support a merit schools pro-
gram that would actually recognize and reward elementary and
secondary schools that have demonstrat>d progress across a 3-year
period in increasing the numbuvurs of its students who achieve com-

tence in those core academic areas. And we have also asked for
§§2.5 million to support the Governor’s academies in the five core
areas and the academy for school leaders. We have also requested
some $25 million, Mr. Chairman, to support State’s initiatives in
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asking for three specific authoritiee relating to educational choice.
The first of those would deal with the Chapter I program, and
that would literally, if enacted, ensure that these compensatory
services to children who are at risk follow the child who enrolls in
a new district or a new school under a local choice program. First
it would be required though that the State or that the local author-
ity would create such policies, and then once created, that they
would allow, rather than stand in the way, of these services to
follow the child.

We are also requesting $200 million tkat would support and en-

courage localities that implement choice programs. This weuld in-
clude those that experiment with programs that provide f~ : alter-
natives between nublic and private schools. And we are also re-
questing $30 million a propriation that would help us identify ap-
roaches through the funding of demonstration sites the potential
or expanding educational choice.

And, again, we are asking for authority that would allow us to
conduct State representative assessments in the national assess-
ment of educational progress in three grade levels for all subiect
areas beginning in 1994.

We also are seeking the authority to use NAEP tests for pur-
poses that would even work below the State level. Then, Mr. Chair-
man, I would move to summarize what it is that we are asking for
in higher education reauthorization.

This is a major thrust for 1992, We spent well over a year look-
ing very, very carefully at the key policy areas in preparing the
proposal that we would bring to you. The budget part of that re-
flects the same three themes that are in our larger reauthorization
proposal. That is, first of all, we want to increase the access that
th:. most disadvantaged of our students have to postsecor dary edu-
cation.

We want to do that, Mr. Chairman, by targeting Pell g.ants to
the lowest income students. We would also, though, wish to provide
increased assistaice to low- and middle-income students by raisin(gi
the loan limits for both the needs-tested Stafford loan program an
the non-needs-tested supplemental loans for students.

And, also, Mr. Chairman, we, as a third priority would ask for a
new authorization and appropriation to support the recognition
and the direct rewarding of students who excel academically and
we would ask for the creation of a new Presidential achievement
scholarship program, as well as the expansion of the National Sci-
ence Scholars Program.

Again, in summary, we have sought to tar%‘et our funds to the
most needy of our students. These are those that come from fami-
lies with incomes of less than $20,000. To do that, Mr. Chairman,
we have basically held harmless students at the other income
levels and accomplished this with some additional funding, as well
as the interaction of a number of poiicies that are intended to help
us to deal with defaults and other situations; as well as the flip
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side of this recognizing academic achievement, also rec)gnizing
that one ought to meet some kind of a minimum criteria to contin-
ue to receive ai1 award. :

I will stop there, Mr. Chairman, and Ms. Christensen, Mr.
Manno, and I would be happy to respond to any questions that you
might have. Thank you.

[The prepared statement of Mr. Sanders may be found at end of
hearing.] '

Mr. KiLpeg. Thank you, very much, Mr. Sanders.

I will scatter a few questions heve first. The Chapter I situation
continues to baffle me, what the Administration really would wind
up with if you allowed a student to exit a school and go to another
achool and pull with them, whatever o: however certain dollars are
assigned to them, to the other school

at bothers me is that we distribute that money basicaily on
poverty, but we use it for the children in the school who are educa-
tionally deprived. Now, very often the school finds they have just
enough Chapter I dollars, for example, that they can do this and do
that, and maybe get a reading specialist. And that reading special-
ist, of course, is very key in that school.

But if enough students exit that school and in some fashion, pull
those dollars with them, the school they are leaving may be losing
dollars that they need for the reading specialist and you are leav-
ing behind then a Chapter I program that is less than effective.
How would you avoid that?

Mr. Sanpers. Well, Mr. Chairman, I don’t know that one can
construct a program that would assure that -the situation that you
create here would be necessarily avoided. The intent of the policy
that we have is that we recognize State and local policies for choice
where they are created.

And to recognize, yes, in the program, we target schools on the
basis of poverty but we do identify within those, the children who
are most educationally disadvantaged. And our desire is regardless
of whether that particular child is in that or another school, the
child deserves and needs, even yet, that service. And, therefore, we
would expect the service to follow that child. That it would not
present problems that we would have to overcome, I would not sug-
gest that, but the realities are that the child still needs the service
and the service ought to fcilow the child.

We are looking at this based on the child's need by virtue of the
fact that they are educationally disadvantaged and otherwise enti-
tled to the service.

Mr. KiLpee. Let's broaden that out a bit. I still feel there can be
a problem in the school in which they may exit, because there
would be a loss of dollars in that school if the parents perceive that
school to be less than effective, if thef' leave school A to go to
school B. We would still have the problems in school A with less
dollars, because the dollars in some way will follow that child as
th%lgo to school B. I still worry about that.

en I worty about, in general, children going from one school to
another i nd leaving again, not just Chapter I, but leaving school A
to go to school B. What do we do with the students back at school
A who may be the students most at risk?
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.I:/lr. SaNDERS. Well, they may or may not be the students most at
riek.
Mr. Kipee. I will tell why I think they might be, Mr. Sanders
and this is very practical. I taught school for 10 years and I taught
at an innercity school. Very often those who might make the
choice to leave—and it is usually a parental choice, not a student
choice—come from a family that is a little more stable and they
will make that choice, and a little bit more interested in education
and they will make that choice. And the family that is more dvys-
functional is less likely to make the choice.

It would seem to me that you are going to have a greater concen-
tration of educational problems back at that schoo A, where \he

arents are not exercicing that choice. Because we do have, you

now, in certain areas of our country, some real dysfunctional fam-
ilies, or those that are not functioning as well as they cou” ™ *oge
that are functioning better are the ones most likely to R.c e
choice to go to school B and leave school A.

I think we leave a greater concentration back at A of those who

really have problems.

Mr. SANDERs. I think, Mr. Chairman, we might also see vith this
kind of a measure that if the school, itself, does not address maybhe
the problems in the school that prompted the parent to believe that
they could get a better education at some other school, to reflect
and to adapt their own program if they have a gignificant exit of
students, that it is very, very likely that the local board will,
indeed, focus its attention there.

I remember a conversation a couple of years ago with Bob Peter-
kin, who was then the superintendent in Milwaukee, that one of
the things that their choice program there—and I am not talking
about the current program and the movement to private schools,
but their program that existed before that—provided a very, very
good indicator of where they needed to be focusing their attention
to improvement.

So it may very well be that the students who are left behind
might well see significant improvement in the school, because an
exodus of students would focus attention on the school and bring
improvement.

Mr. KiLpEe. Where would the money come from for the improve-
ments, they are going to be losing money. As Chapter 1, they are
gzing to be losing money in that type of school, they are going to

losing money. .

Mr. SANDERS. Well, Chapter I is only a part—a very, ver small
part—of the overall funding for a particular school and while of-
tentimes improvements do, indeed, cost money, not all improve-
ments do. Oftentimes, reallocating resources and doing things dif-
ferently using the same resources that we have bring improve-
ment.

Mr. KiLpeg. I really think there is some basic—I really worry,
again, in my rhetoric, and my thoughts about that school A, where
the students are exiting from. I don’t think we've really pro;l)‘erl‘y
focused on the problems that we ould create there. I think that's
one of the things that Mr. Goodling, and I will be focusing on in
the Education and Labor Committee. We don’t want to exacerbate
a problem by having students exit.
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It’s almost related to testing, too. You can predict, because of de-
mographics, crime, homelessness certain schools are going to do
better on tests and other schools are going to do worse on tests,
right? Maybe I don’t really necd a real precise instrument to deter-
mine that.

I think that we have to concentrate some of our dollars on those
schools at risk and those students at risk in those schools. I don't
really see that addressed yet, and I know we are still in flux. Fortu-
nately, one of the things about the Secretary, Mr. Alexander, is
that Lie is flexible, but I don’t see what quite addressed yet, how we
address the schools at risk and the students at risk.

Mr. SANDERS. Mr. Chairman, I think in a couple of ways. One, in
looking at the strategy, the strategy recognizes that already there
are several significani, even Federal, programs that focus on the
needs of children who are most at risk. We just talked about Chap-
ter I, It is the great program of our elementary and secondary
budget, as Pell is for our postsecondar{ budget. And we have every
intent that it continue to exist, as well as support for students who
are disabled, and therefore, at risk, as well the English-proficient
and so forth.

Mr. KiLpee. May I say this, the Pell grant, the purpose and
design of the Pell grant is not to improve education in a particular
college. It may have that effect, because they will have more
money coming in. But the purpose of a Pell grant was to assist the
student financially.

Now, the purpose of Chapter I is really to help that student
there, but to elevate the quality by, for example, having the read-
ing specialist in that school. You are really talking apples and or-
anges there. A Pell grant is to financiallK assist a student. I think
your analogy between Pell grants and Chapter I has some serious
deficiencies.

Mr. SANDERS. You need to look at the larger set of proposals, Mr.
Chairman, that we are requesting in choice. The Chapter I propos-
al is not one intended necessarily to derive to additional choice pro-
grams, On the contrary, it is rather to recognize that where they
exist, these services ought to follow the children. We are asking for
both the incentive and probably, more importantly, the $30 million
for demonstration programs, so that indeed, through those demon-
strations we work out and address the issues that you raise, as well
as demonstrate the effectiveness of choice policies used for the pur-
poses of improvement.

Mr. KiLDEE. Let’s see, Mrs. Bentley.

Mrs. BENTLEY. Thank you, Mr. Chairman.

I only have one question I would like to ask at this point. Mr.
Sanders, you have these figures on the comparable spending per
pupil of the United States versus other industrialized countries, ala
Javan and Korea, et cetera.

r. SANDERS. I don’t have it, Mrs. Bentley, at my fingertip, but it
does exist in the Department, yes.

Mrs, BeNTLEY. Woull you supply it——

Mr. SANDERS [continuing]. And K’ls. Christensen may have it even
with her today, probably she does.

Ms. CHRISTENSEN. I do not, but we will be happy to supply it for
you.
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Mrs. BEnTLEY. Do you have any idea, off the top of your head,
whether we are spending more per pupil than in Japan or Korea,
where they are beating the heck out of us?

Mr. SanpErs. My recollection of those data, Mrs. Bentley, if you
are talking about comparable dollars spent, yes, we are out-spend-
ing those other countries, significantly.

Mrs. BENTLEY. Per pupil?

Mr. SANDERS. Per pupil.

Mrs. BENTLEY. But we are not getting nearly as much for the
dollar as they are.

Mr. SanDErS. Well, from what we know and our data are some-
what limited in that respect, we have a couple of international
tests that have been given in mathematics and the sciences, and in
each of those that have been done—and bear in mind we are using
American achievement tests. here, not Japanese or not Korean, we
are using American tests, and American test items—they do out-
perform us, Mrs. Bentley. : '

Ms. CHRISTENSEN. Mrs. Bentley, I would also point out that over
the past 10 years, we have increased our total spending in this
country by af‘;out 140 percent. And even after inflation it is some-
where around one-third to 40 percent. So it is not just the amount
of money currently, but it has been increasing quite dramatically.

Mrs. BENTLEY. Then maybe what you are telling me is that we
are not spending it wisely if we are spending much more, but yet,
they are teaching their students so they are moving way ahead of
ours.

Mr. SAnDERs. I think we would conclude that. In fact, I think all
of us, by our actions, conclude that there may be better ways for us
to spend our money to achieve significant improvement or we
would not be back with new strategies and new legislation to at-
tempt to do that.

rs. BENTLEY. I would like the figures, Mr. Chairman, the actual
figures and——

Mr. KiLpee. Yes, they could be supplied and we would make
them a part of the record.

Mr. SANDERS. Surely.

Mrs. BENTLEY. And any data you can provide for the Committee
on comparable spending, comparable achievement, et cetera.

Mr. SANDERS. All right, we will be happy to provide that.

[At time of printing the information requested was not presented
for the record.}

Mrs. BEntLEY. Thank you, Mr. Chairman. Thank you, Mr. Sand- .
ers.

Mr. KiLpEe. Mr. Pease.

Mr. PEase. Thank you, Mr. Chairman. I have no questions.

Mr. KiLpEE. Let me ask you, you are probably not all prepared to
do this but Mr. Gephardt introduced a bill yesterday that rewards
in education. He would give, for example, between $500 and $2,000
to States for every additional first grader who meets certain
health, nutrition and preschool tests of the readiness to learn,
which fits into one of the goals there, actuall - reward them for
those who bring those preschoolers up to certain standards.
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It also will give the system rewards for those States where high
school graduates exceed the international level in math and sci-
ence. Do you think that type of incentive could play a role in
trying to address the problems of education in this country?

Mr. SANDERs. Mr. Chairman, let me provide about three observa-
fions and then ask Mr. Manno to perhaps comment more specifical-
y. |
First of all, at least the two goals there are right, they are con-
sistent with the national goals and something we very deeply be-
lieve we have got to be working toward.

Second, the idea of recognition and rewarding is certainly a part
of the President’s strategy and we believe absolutely necessary but
not sufficient, in and of itself, necessarily to attain the goals, but
nonetheless, very necessary.

And third, as I listen to the description of the bill it would also
support the creation of at least some kind of a measure that would
enable us to determine who is succeeding, so that they can be re-
warded, and theat’s, indeed, what we are trying to do with the cre-
ation of the American Achievement Test.

Mr. Manno. I think one of the proposals that we have as a part
of the America 2000 Act in some way relates to what I have heard
you describe, and what I only know through reading this morning’s
z[lﬁshington Post, so I don’t « .nsider myself to be an expert on the

ill.

Mr. KiLpEg. That’s all I know, for sure.

Mr. MaNNo. But our merit schools plan, I think goes some way
toward getting at this notion of incentives and rewarding incen-
tives. And our merit schools plan is specifically tied into all six
goals. So it is not that it specifically focuses on math and science,
but it is a program that we propose that would provide rewards to
elementary and secondary schools that demonstrate progress over
at least a 3-year period.

Now, it is not a student reward plan, as you briefly described the
Gepbardt proposal would be, but I think the general notion about
this rewarding of incentives, and focusing on results is one which
woulld be very much in tune with the drift of some of our own pro-
posals.

We also have in our package, and perhaps Mr. Sanders could de-
scribe this one a little bit more in detail, on the higher education
reauthiorization package, there is a reward to students rela-ed to
Pell grants. You might want to mention that, too.

Mr. SANDERS. Correct.

It, again, embodies the - ne basic notion and that is rewarding
achievement in this case, ..nong our most needy students. It pro-
vides an additional $500 in a direct Pell award to them if they are,
first of all, either a high achieving senior graduating for college, or
one student who demonstrates a %\igh achievement as they contin-
ue on through their undeirgraduate program.

We woulg want to, Mr. Chairman, 1 guess reserve some final
judgment after we have been able to look very carefully at the bill,
but the ideas seem very, very consistent, as we general{g' under-
stand them, with the approach being advocated by the President
and the Secretary.

36



32

Mr. Kipee. He does clearly address two of the goals that have
been set up.

Mr. SANDERS. Yes.

Mr KiLoek. I think, as I say, we really have an opportunity here
to do something significant for education and that we have to work
very closely together, because it will be our fault if we don’t. If we
have the White House and the Congress together at the same time
eager to do something for education, I think it is incumbent upon
us to take that eagerness and put it into programs.

I think that each side is going to have to give a bit, and I can
see—I think Mr. Alexander brings great credentials to education,
and also he tries to bring some consensus. Both sides feel firmly on
certain things, but I think that neither side should get so stubborn
that we just let things get away from us.

It is my privilege to call upon my Chairman, Congressman Pa-
netta.

The CuairMAN. Thank you, very much.

I apologize for being late, there were a lot of things going on this
morning, between caucuses and otker hearings. Let me ask, obvi-
ously the big concern that has been raised about the whole issue of
establishing this America 2000 strategy is that there are a lot of
reforms but very few resources. And I guess the question I would
ask is, do you really, legitimately think that you can advance edu-
cation in this country without increasing resources to education?

Mr. SANDERS. Mr. Chairman, if I might, I would first of all reflect
on the experience of the last decade and upon what is the most
necessary ingredient at this point in time, particularly as it relates
to Presidential leadership?

I have reflected both in my prior and in my current position on
the experience of the 1980’s and the clear recognition that we have
dramatically increased spending for elementary and secondary, as
well as higher education across that decade—like 140 percent in
real dollars, and roughly one-third in coustant dollars.

Those were also the decade of the 1980’s a period of reform also,
but yet, every indicator that we have suggests that we have not,
with those increased dollars and the reforms that took place in the
1980’s, turned our current situation, in terms of outcomes, around.
Therefore, what we ought to be doing first is to thinking very, very
carefully about the appropriate strategy and then the necessary
dollars that would implement that strategy. :

I think the most important thing that we can be doing right now
is the leadership in that strategy. I think the President and the
Secretary have made an exciting and dramatic start. The summit
in Charlottesville was a significant event. It marshalled a cohesive
commitment on the part of the President and the Governors that
led to the historic adoption, by them, of the national goals, the first
time that we have ever done that in our history.

And almost every where you turn you see affirmation that those
goals are right. Most of the States, in one form or another, have
adopted them as their own. We see them reflected even as Mr.
Kildee mentioned, clearly in Mr. Gephardt’s bill. Everywhere you
turn, you see a focus on those goals. That has been very, very im-
portant.
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The CHAIRMAN. I have got to tell you that if we provided goals
for the Defense Department, without any money for the Defense
Department, that everybody, including the President, would prob-
ably say that that doesn’t do a lot. Goals are great, and you can
define goals, but unless you are willing to back up those goals with
resources, it is not going to happen, it i1s that simple.

Mr. SANDERS. Mr. Chairman, the Federal Government is the only
financial supporter of the Defense Department. The Federal Gov-
ernment is only a small, a minor partner in the financial support
and the policy direction of education.

The CHAIRMAN. Well, except you are talking about esiablishing
national goals here. You are not saying, leave it up to the States
and the local communities to establish goals, you are defining what
those goals are going to be. You are defining what the model
- schools are going to be. You are defining what policy should ‘be on
a national basis. We always get accused here of mandating all
kinds of things, and never providing the resources to back it up.

Now, you can define it any way you want, but once the Presi-
dent, and the Secretary of Education start defininf national goals,
and taying what the school system ought to do, and how it ought to
perform, I don’t think you can do that on the cheap.

Mr. SANDERS. Mr. Chairman, I think the Secretary has very
clearly demonstrated his willingness that if we can get the strategy
right, he is willing to come and to advocate for the funds to carry
out that strategy. I think you see the beginnings of that reflected
in the 1992 budget. ,

The CHAIRMAN. I appreciate that and my hope is that there is
the commitment there, because I look at the 1980’s and we have
been talking tc a number of people in terms of briefings in prepa-
ration for this hearing. And if you look at where the Federal
money has gone, it is targeted, it is not as if we are just throwing a
pot of money out there.

Mr. SANDERS. Correct.

The CHAIRMAN. It is very targeted in terms of the disadvantaged.
And if you look at basic skill development among the disadvan-
taged, the fact is that that money has been pretty well spent. I
mean I realize that we still have problems with dropouts, and I re-
alize that it is not as good as we would like it to be and there are a
lot of other deficiencies that we pointed to, but when it comes to
basic skill advancement among the targeted groups that we are
funding, not bad, by every measure, that I can see. _

So I wouldn’t just discard that, the funds that we have provided
during the 1980’s as somehow not having had an important effect
with regard to those that were targeted for those funds.

And ! guess it is for that reason that I think our commitment to
resources, .* least to thosc kinds of targeted groups is extremely
important to maintain and advance as we go through the rest of
the 1990’s.

Let me ask you the other problem I have and there are parts of
the America 2000 strategy that we ought to look at closely. But for
the life of me, I think this model school idea in each district, I just
can't, for the life of me understand the rationale of how that would
work and how you would not wind up detracting from the other
schools in a district. I don’t want a niodel school in my district,
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very frankly that you have one school where everybody else is dis-
advantaged and you are Eumping moey into one school in order to
improve it. How is this thing supposed to work? I mean what is the
basis for this thi%‘? ’

Mr. Sanpers. Well, the long-term effect of the strate hopefully
will not be just one of these schools in each and every Congression-
al district. But that every community will want not just one of
these schools, but want every one of their schools to be like this
new generation of srhools. The idea is that we must start some-
where after we have recognized that probably none of our schools
are up to the challenges that we're going to face in the next centu-

ry.

‘And that this starts us down the road to conceptualizing and de-
veloping the school that is going to be required in the next century,
but every community will want one.

i Tl}ale (;’HAIRMAN. Why shouldn’t all schools have an opportunity to
o that? :

Mr. SanpERrs. All schools would have an opportunity to do that.
There’s nothing to——

The CHAIRMAN. But they are not going to get $1 million.

Mr. SANDERS. At least not right off in the first years of the pro-
gram and maybe not just from the Federal Government. There
may be sources elsewhere too. The Secretary clearly envisions that
there may be a lot of communities that want these schools, hopeful-
ly, and that they will look to other sources to create these new
schools for themselves.

The CHAIRMAN. Well, I guess it’s not that you don’t have exam-
ples of good schools to be truthful. I have examples of good schools
in my district—some are private, and some are public. eople know
which ones are doing a good job and which ones are not. I don’t
need to establish another school, model schools so that others can
look at. What other schools need is the ability and the resources to
be able to do the same thing.

it almost offends me a little bit vhat we would be committed

to establishing what I would call certain elite schools in every Con-

essional district, as if somehow that is going to satisfy the prob-
ems of education in this country.

I think it has got to be a much broader target and I think it,
frankly, does have to reach out so that schools that are in the most
disadvantaged areas I think it would probably make a lot more
sense if you looked at the worst schools in the district and tried to
improve those, as your tarﬁets, rather than create some kind of
model school that most of these schools are probably well on their
way to being model schools in terms of funcing anyway. What you
“have to do is to focus on the schools that are doing the worst job in
terms of educating kids. Those are the ones that need to become
model schools. :

We really do have to understand that the key in this country has
been, I mean the key to our whole system, the key to our whole
democracy, 1 e key to our whole ability to compete is the fact that
we want equal educational opportunity for everyone, everyone,
that's the strength of the public educational system. I guess I hope
we don’t lose sight of that in terms of the variouscfoals that we try
to pursue in education. It does have to be improved.
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But let’s not lose sight of the fact that our main goal is to give
every kid a chance to get a decent oducation and not just those
that happen to choose the right schuol, that happen to go to the
model school or that happen to go to the certain private school. It
has got to be all schools that we try to target on and that is a big
mission. I think that's where we have to head.

You know, our challenge here is to try and look at the budget
resolution for 1993 and beyond and I can tell you, very frankly,
education is a centerpiece, for what we have to do in ti;e future,
and I hope the Administration feels the same way when it comes to
the budget. :

When it comes to rhetoric, all of us can put education at the top,
but when it comes to the budget, in terms of how much we spend,
education snould be a centerpiece.

Mr. KiLpEE. Mr. Pease.

Mr. Peask. I thank you, Mr. Chairman.

Dr. Sanders, I would like to follow up on what Chairman Panetta
just said. As you thought about it—I know you are still learning
the game—but as you thought about it, where would the students
come from for these model schools? Are they volunteer for the
schovls, is it like a magnet school? How woula that work?

Mr. SANDERS. Mr. Pease, that would be a community determina-
tion by whatever that community is that would become the Amer-
ica 2000 community. Our vision is that these schools are very much
like the school populations like typical schools in that community.
They have disadvantaged students, they have disabled students,
they are not elitist institutions. They are typical to the community
in which the school exists. A school could be an existing school and
its current popula ion. It could be a school that is created where
parents volunteer to send their children.

Mr. Pease. Well, I was with Secretary Alexander this morning,
and I got the impression that the schools by and large would be
ones where parents would choose to send their children there. That
does bother me a little bit. I think it bothers the Chairman, as well,
because the parents, single-family parents of poor kids are not
going to be tuned in to taking advantage of this opportunity the
way that parents who are affluent will be. And if that is the case,
then it is going to be pretty easy to create a model school.

I can tell you where the model schools are in my district. I have
one school district that has tax valuation, property tax twice as
high as the average and no minority students whatsoever. And
they are the best schools in the district. They don’t have the prob-
lems to deal with and they have all kinds of resources. I don’t
think it is going to do us a whcle lot of good to create model
schools if they’'re not set up in a way that we can replicate them
throughout the district.

Mr. Sanpers. Mr. Chairman, clearly, Mr. Pease, clearly the—
first of all the Secretary very carefully avoids calling these schools
model school:.because that is not the way he envisions them. He
does envision these schools as being typical in terms of their stu-
dent population, that they serve. They are not elitist with only the
brightest and the best of students, and only those schools that have
achieved already high levels of success who are going on to just
bigger and better things by virtue of this designation.
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He sees them as in almost ev.ry circumstance possible in the
country. And he does see them motivatinﬁ other schools and lead-
ing the way for other schools to see like kinds of changes in their
organization and their character and in their performance.

r. PEasE. Well, that’s very reassuring, but personally I would
like to see these schools set up in such a way that they have to
take as their student population the normal student populatiun for
that attendance area, rather than giving people the opportunity to
comne in from other attendance areas.

And I would very much like to see some of them developed in
inner-city schools with high populations of minority students and
high populations of students from single-family homes and that
sort of thing.

Mr. Sanpers. Likewise, we want to see them there, too, Mr.
Peasge. Very clearly we want to see some of these schools in those
kinds of settings.

Mr. Pease. If I can shift to higher education for a minute? In
your testimony you note that your Pell granc proposals provide in-
creased support for all students while maintaining current levels of
Pell support for less needy students.

In your budget submission for this year, did you ask for more
money for Pell grants than you had in the past?

Mr. SanpErs. Ms. Christensen, you want to comment on the
actual—we do have additional dollars requested. We also accom-
plished much of our policy request there, through policy changes
and in changed assumptions about what will happen with the econ-
omy during the period. And Ms. Christensen can break out much of
these points for you, Mr. Pease, if she might, Mr. Chairman?

Ms. CHRISTENSEN. Mr. Pease, what we have requested in our
budget for Pell grants is a total of $5.8 billion, which is a $401 mil-
lion increase over the 1991 appropriation of roughly $5.4 billion.

That is an increase of 7.5 percent which will target the increase,
itself, to the poorest of the poor students where we have indication
that the erosion of the dollar vilue has hit those students much
more than any other level of income. And, at the same time, we
are virtually holding harmless the other remaining Pell grant re-
cipients in the higher income levels.

Mr. Prase. Let me get that straight. So we have $400 million in-
cyeﬁsg and out of how much i3 that, you said a 7-percent increase,
right!

Ms. CHRISTENSEN. That is a 7.5-percent increase.

M+ PEASE. So of that for all of the students roughly 5 percent
would go to cover inflation, that is actually inflation and tuition
has gone up faster than 5 percent, has it not? My understanding is
that colleges have raised their tuition rates an average of 7 to 10
E:rcent. ouldn’t that be a case where all of your increase would

going into just covering the inflationary costs to these students?

Mr. SaNDERS. | think that also depends on whether you are talk-
ing about public or private institutions, too, about the percentages
of increase, Mr. Chairman, and Mr. Pease.

Ms. CHRISTENSEN. The formula provides for a percentage in-
crease. The more important point, think, is that the maximum
grant that we are proposing wiil basically restore the purchasing
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power of the Pell grant that has eroded somewhat over the past
several years.

For instance, in 1976-77, which was the first full year of imple-
menting the Pell grant program, there was a ¢ 1,400 maximum
grant and that covered 48 percent of public 4-year schools and 29
percent of private college costs. By 1991 to 1992 we were to the
point where we covered approximately 30 percent of public and 15
percent of private 4-year college costs. But our proposal this year,
for the $3,700 maximum grant would cover approximately 43 per-
cent of public and 21 percent of private college costs, which is very,
very close, viitually restoring the 1981-82 levels. So I think that is
relatively significant. I would be happy to put this chart in your
record, if you would like to see that.

Mr. Peask. I guess I wouldn’t say that is virtually restoring them
all, but it is certainly moving in the right direction,

I am trying to understand then, you are increasing the maxi-
mum grant and yet, you are going to target those with low in-
comes. You are going to try and put more grants in the hands of
low-income ~tudents?

Mr. SanpERs. That's correct.

: Mr. Pease. And does that mean that you are going to put
ess——

Mr. Sanpers. Well, a larger grant in the hands of low-income
students, yes.

Mr. PeEase. What about the numbers of grants, overall, do you
expect to have the same number of grants, or a smaller number or
a larger number? ‘

Mr. SanDERS. There will be fewer number of grants by about
400,000 because of the interaction of several other policies that we
are recommending, Mr. Pease. And they distribute faily evenly
across the income levels, They do not singularly target any particu-
lar one. One of those is requesting a specific criterion for academic
achievement levels if one is to continue receiving a Pell grant or to
qualify initially for a Pell grant.

We also propose changes in the definition of independent stu-
dent. That also has a dollar impact. So there are other policies that
interact and on the bottom line reduce the number of actual recipi-
ents of Pell awards.

Mr. PEase. How many Pell grants will be awarded this year?

Mr. SANDERS. Ms. Christensen, do you have that number?

Ms. CHRISTENSEN. In the current year, 1391, we will award
3,421,000 and in 1992, our request would be 3,017,000, that is the
minus 400,000 that we are discussing. But as Dr. Sanders said that
is due to various factors such as our default initiative, and the min-
imum academic performance, and the definition refined and more
targeted definition of independent students. That cuts across all
income levels.

Mr. Pease. Well, so you are weeding out some students, making
them ineligible for grants, who were eligible before. But there are
still 400,000 fewer grants for the other students who might have
wanted them but did not get them.

Is the Pell grant an entitlement program? Does every student get
one who is entitled to one?
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Ms. CHRISTENSEN. No, it is not an entitlement program. There is8
a formula that provides that if you meet certain eligibility stand-
ards that students are entitled to it, but the appropriation level
still determines the program level of the account. It is not strictly
an entitlement program.

Mr. SANDERS. In the sense, I think, that you are talking about,
an eligible student will get an award. The amount of that award
will be dependent upon the appropriation.

My. PEASE. So even though you are raising your maximum to
$3,700, no student may get the $3,700, is that right, depending on
how many people apply and what your a propriation is?

Mr. SANDERS. If the appropriation level is sufficient, there will be
students who will get the maximum avrard.

b N.Iré PEasg. But if there is not, do you scale it back on a prorated
asis?

Mr. SANDERS. In actual practice, we have not had a year where,
in at least the 2 years that I have been here, Mr. Pease, where we
have had to scale back the award. You have been very responsive
in taking the actions necessary to maintain the full value of the
award to individual students, no matter where they are.

Ms. CHRISTENS2N. And our proposal this year will fully fund the
Pell grant program, including less than half-time students.

Mx;. PEase. If you will indulge me another minute, Mr. Chair-
man/

I am still trying to figure this out. Aside from the formula, you
are going to have 400,000 fewer grants overall?

Mr. SANDERS. We are going to have 400,000 fewer individuals
who will be eligible because of the interaction of the various poli-
cies that we are talking about.

Mr. PEAsE. Dces that translate into 400,000 fewer grants?

Mr. SaANDERS. Net effect, yes.

Mr. PEase. Well, that——

Mr. SANDERS. We did not start out to say that we are going to
reduce the numbers by 100,000; that was the effects of other policy
decisions that had been made or are proposed.

Mr. Peask. I see, and you say you are oing to increase your sup-
port for the most needy students. Does that mean you are increas-
ing the dollar amount of the grant for each eligible necdy student
or you are going to try to provide more grants to needy students?

Mr. SANDERS. For students who are ehﬁible, Mr. Chairman, we
are increasing the size of their awards. The maximum going from
the $2,400 to the $3,700. If the student also hafgened to be a high
achieving student, it would actually go to $4,200 with the $600
achievement award. Those would go to students, the maximum
awards, you will find them for gtudents whose families earn under
the $20,000 mark.

Mr. Pease. Mr. Chairman, I think I have used more of my time
than I should have, thank you.

The CHAIRMAN. Thank you, Mr. Pease.

Let me follow up on that. I guess my problem with this targetin
of the Pell grants is what happens to the kids between $10,000 an
$30,000, where do they go?

Mr. Sanpers. Actually in terms of the average award, well, the
students from families with incomes below $20,000 get a substan-

443




39

tial increase in thei: average award. Students from families above
$20,000 either get a modest or are basically held harmless. They do
not significantly lose in their award. Additionally, for those middle-
income families we are proposing also significant increases in our
loan programs, so tk it there is greater access there.

As we looked at this, Mr. Chairman, every shred of evidence that
we had suggested that targeting and focusing our attention on the
lowest income students made the greatest amount of sense. When
we looked at what had happened to the Pell award and the pur-
chasing power across the last several years, it was clear that those
were the students that were hardest hit. When we looked at the
perzent of family income——

The CHAIRMAN. I don’t question that. I guess the problem is that
in today’s world families earning $20,000 to $30,000 are not what
you would call middle-income families. I mean these are families
that are struggling too. And I guess my question is, What do you
say to those students? Where do they go?

Mr. Sanpers. Well, they have not been otherwise harmed by
this, and in fact, they have been held——

The CHAIRMAN. Yes, but they don’t qualify for Pell grants under
your proposal.

Mr. SANDERS. Yes, they qualify for Pell grants.

The CHAIRMAN. But I thought the targeting was for children
under $10,000.

Mr. SamMDERS. For the significant increases in the size of the Pell
award, and therefore, for the total dollars and .ts distribution, yes.
But we have not eliminated the Pell awards for children from fami-
lies who make $30,000. We have maintained or provided slight in-
creases in the average award for those students.

The CHAIRMAN. But you a:e not expanding the pot, though, so
essentially what you are doing is that you are scalin% it down and
pumping most ofy it to the children under $10,000. Is that a fair
statement?

Mr. SaANDERS. The number of dollars that we have got to use in
deciding the level of the award is dependent upon both the $400
million increase and the interaction of the other policies which ac-
tually reduce the number of.students who receive awards, whether
it is the default initiative that we have agreed to with you, as a
matter of policy, or in the other things such as setting an achieve-
ment standard that we are proposing.

The CHaiRMAN. Well, I guess bottom line—so that we can all un-
derstand each other—bottom line is that it is likeziy that the num-
bers of children receiving grants are going to be reduced.

Mr. Sanpers. There will be 400,000 students who would other-
wise have received grants that will not because of policies that
have already been enacted or that we are proposing as a part of
the 1992 budget request.

The CHAIRMAN. My questinn is, What do we do with those
400,000 students?

Mr. SaAnDERS. They are eliminated from their eligibility by virtue
of either the default initiatives, policies that we have already en-
acted, or by the——

The CHAIRMAN. What about the new children coming up? I know
the ones you have already got on, but what about the new children
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coming up? What about the children that are trying to get into col-
lege to get the grant?

Mr. SANDERS. Under our policy they will qualify if they meet the
elifibility requirement, Mr. Chairman, and they will receive the
Pell award.

Ms. CHRISTENSEN. Mr. Chairman, I would also add that we are
proposing to continue funding for the campus-based programs such
as work-study and the supplemental educationa opportunity
grants, as well as the direct loan program which has substantial
revolving funds at the institutions. There are considerable sources
of funds, in other words, for grants and work-study, not to mention
the State build up of revolving funds as a result of the State stu-
dent incentive grant program over the past many years.

In addition, as Dr. Sanders indicated earlier, the guaranteed stu-
dent loan limits are being increased substantially in all three of
those subprograms in that area.

The CHAIRMAN. So just so I can be clear, then, based on your
bhudget submissions, you feel you can cover all of the students that
would presently be covered by grants or by student aid?

Ms. CHRISTENSEN. Yes.

The CHAIRMAN. Under your budget——

Mr. SanDERS. Under the policies that we propose, yes.

The CHAIRMAN. And under your budget submission?

Mr. SaNDERs. Yes, sir.

The CHAIRMAN. The dollars that are there would cover all of
these. I want to talk to your bookkeeper because I need him for the
budget, or her for the budget.

s. CHRISTENSEN. Overall we could——

The CHAIRMAN. If you could squeeze blood vut of that turnip, tell
everybody, I would like to do it.

Everything our staff tell us and everything we are getting from
Education and Labor is that we are looking at less children getting
covered, and I mean their numbers get as high as 120,000 and I

just am not sure where all of this meets, Because, again, my con-

cern is that for a program that has been very important for giving
children this equa{) educational opportunity to get into colleges, it's
soniething that we ought to maintain, particularly for a competi-
tive edge for the future.

Mr. SANDERs. Absolutely, we couldn’t agree with you more, Mr.
Chairman. If you would like we would be %appy to meet with your
staff and make sure that our numbers and our assumptions and ev-
erything agree.

The CHAIRMAN. I would appreciate that so I could at least find
out what the numbers are like, because everything we have seen,
at least in terms of the proposed reductions in the President’s
budget, along with the proposed policy changes and some of the
elim’nations of some student aid, all seem to add up to much less
being available.

Ms. CHRISTENSEN. Let me just give you some totals that I think
will show that that is really not quite the case.

The CHAIRMAN. All right.

Ms. CHRISTENSEN. In terms of the dollars that we are requesting
and that is budget authority, for the current year, 1991, we have
$10.9 billion available. And we are requesting $12.6 billion for next
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ear and this is for all the student aid programs. That is $1.6 bil-
ion increase or a 15-percent increase.

In terms of total dollars available as a result of this appropria-
tion that we are requesting—and this is taking into account State

“matching funds and institutional matching funds, as well as the
capital provided by banks in the guaranteed student loan pro-
gram—the total amount available in 1991 is $18.4 billion. That
would increase by 7 perc. .t, to $19.7 billion so there are definitely,
I think, respectable incre ses in the totals that we have put into
our budget.

The CHAIRMAN. Let me see if it matches with what we are work-
ing with, which is—aga..1, looking at your budget as presented, you
are right GSL g.es up. But for those in terms of the grant areas,
everything I look at goes down. Work study goes down from $595
million to $397 million, your reguest. On supplement grants, it goes
down from $520 million to $347 million. On Perkins loans, it goes
from $156 million to $15 million. Am I right or wrong?

Ms. CHRISTENSEN. It goes down by $15 million, but there are sub-
stantial revolving funds at the institutional—at the higher educa-
tion institutions that still provide large amounts made available for
those loans.

The CHAIRMAN. Do you think the revolving funds can cover the
gaps here by virtue of these cuts? Is that what you are telling me?

s. CHRISTENSEN. There will definitely be a decrease there with-
out the increased Federal contributions coming in. But there will
still be $707 million available for those loans, and they are highly
subsidized loans. In the case of SEOG and work study we are pro-
posing an increase in the matching requirement by institutions.
They have been very successful in meeting those matching require-
ments over the past several years, and even when the institutions
and the States have faced severe budget cuts, they have still been
successful in meeting those matching. So overall the grant and
work study programs would remain virtually level funded and the
same number of students would be served under those.

The CHAIRMAN. If you take the State of California and based on
what is happening to their State budgets, they are screwing them
down pretty tightly. They had a $14 billion deficit in California. Do
you think the universities there are going to be able to meet the
Zap here? They are all hurting, too, out there.

s. CHRISTENSEN. They are, but as I say, they have been success-
ful in meeting them in the past.

The CrArMAN. 1 am not so sure they are going to be successful
at picking up the gap in the future,

Ms. CHRISTENSEN. Both the Federal and State governments, [
agree, have the same problem, and we had the problem obviously
with the cost cap in the budget summit resolution last year.

Mr. SANDERS. Mr. Chairman, in putting together this proposal to
you, we had to make some very tough choices and set priorities.
And you can see very clearly where they are: Increasing the size of
th% Pell, particularly for those who are of the lowest income
and--—

The CuAakMAN. Yes. Listen, I don’t quarrel with the fact that
you had tu make choices. We have to make those all the time. I
just don’t want to be told that you have made these choices and
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nobody is going to get hurt. To some extent, what you are telling
me is you are going to have the best of all worlds. That isn’t the
case. The decisions you have made here mean that some people are
going to get hurt, I think that is a fair statement.

Mr. SaNDERS. When we were talking earlier and responding to
questions, Mr. Chairman, we were talking about the Pell and guar-
anteed student loans, -

Ms. CHRISTENSEN, We have also focused, or made those choices so
that those who are more able to take some reductions would take
the reductions and still be able to attend college. We don’t think
that our proposals would result in anyone not attending college
who would be able to go. And as 1 mentioned before, we have sub-
stantially increased the loan limits for those students, especially
Pell grants. Many of whom get maybe $200 to go, they could cer-
tainly increase their loan amounts to that, not to mention the com-
munity colleges and these low tuitions in public college.

The CHAIRMAN. I used to serve in the old Degartment of Health,
Education, and Welfare, so I know what you have to go through,
what you have gone through, and I know what OMB tells you you
have to do. I understand what you are trying to do. M quarrel
isn’t with you. You are handed a certain amount, and you are
trying to screw things down. You have got to make these choices,
and that is unfortunate.

I guess my bigger concern is with the broader priorities because I
don’t think this is the place where we ought to be screwing down,
very frankly, when you look at other priorities in the President’s
bndget. I have a real problem, as you know, with the amount of
money we are pumping into the space station when we have these
kinds of problems taking place. You know, there is a time when
they have to make tough choices, too. You had to make tough
choices based on what they allot you.

But I will tell you right now that I would much more prefer to
fully support these student loan programs in terms of children and
their opportunity to get ahead, because we aren’t goinf to have
space stations or any kind of stations unless we have children who
graduate from universities, who have a decent education. And this
is the key for that.

So I guess my quarrel, as I said, is not with each of you. It is
with the broader priority judgments that you are handed because I
think, frankly, this ought to be a principal priority, and you ought
not to have to make choices between children whose families make
over $10,000 and those who make below $10,000. Those are not the
ones we ought to penalize in trying to make these judgments.

(Ii z(aippreciate your coming here and the testimony you have pro-
vided.

Mr. SANDERS. Thank you.

The CHAIRMAN. As I have said, for us the major task here is
what kind of budget we want to present in 1993. We are going to
have constraints in 1993 under tge budget agreement. You think
this year has been tough? I am sure you have already gotten the
message 1993 is even tougher in terms of outlays.

Mr. SANDERS. We are aware of that.

The CHAIRMAN. So we are going to have a much tougher time
this next year, which just means that we are going to have to make
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tougher choices. But as I said, education in my book has to be a
centerpiece for this country if we are going to compete with other
nations. I hope that in working with you we can develop that kind
of centerpiece because it really is important for the future of the
country. And I know all of you believe that; it is just that in terms
of the resources you are handed, you have got to make those
choices. But from our perspective, this is a priority area. This is a
priority area, and it is above a lot of other areas that we have got
in our budget when you have to make those choices.

Anyway, thank you again for your testimony. I appreciate it. My
best to the Secretary. '

Mr. Sanpers. Thank you, Mr. Chairman. He and the rest of us
are anxious to work with you, too.

The CHAIRMAN. Thank you.

[Whereupon, at 12:20 p.m., the Committee was adjourned, to
resume again on Thursday, January 25, 1991, at 9:30 a.m.]




ELEMENTARY, SECONDARY, AND HIGHER
EDUCATION

THURSDAY, JULY 25, 1991

Housg OF REPRESENTATIVES,
CoMMITTEE ON THE BUDGET,
Washington, DC.

The Committee met, pursuant to notice, at 9:30 a.m., in room
210, Cannon House Office Building, Hon. Leon E. Panetta, Chair-
man, presiding.

The CHAIRMAN. The House Committee on the Budget is in ses-
sion for purposes of a continuing hearing on the issue of education.

Yesterday was primarily elementary and secondary education,
although we covered some higher education issues with the Admin-
istration. Today, the principal focus is on higher education.

This is a series of hearings we are having on a series of issues
that we feel are important to focus on as part of the development
of the budget resolution, not only tor 1993 but also the budget di-
rections for the remainder of this century.

I believe very strongly that education, elementary, secondary and
higher education, has to be a centerpiece, a key centerpiece to the
budget approaches for the remainder of this century if we are
going to be a Nation that is going to compete in today’s world.

We considered secondary and elementary education and heard
the urging of the Council for Economic Redevelopment to redefine
education as a process that begins at birth and comprises all as-
pects of a child’s development. So today we are going to try to
move to the other end of that educational spectrum.

Qur first panel will offer views on three separate and very much
interrelated, interconnected aspects of the postsecondar{] education
system in this country: Federal financial aid, access to higher edu-
cation, and the quality of that higher education.

Federal financial aid to students consists of a mix of grants,
guaranteed loans, and some direct loans. Pell grants are made on
the basis of need and up to a certain income point, federally guar-
anteed loans, both t! e subsidized guaranteed student loan program
and the unsubsidized program are available to many students re-
gardless of risk. Perkins loans are made directly by the Govern-
ment.

There have been suggestions that doing away with guaranteed
loans originated by financial institutions and moving to direct
loans originated by educational institutions might be more efficient
and perhaps cheaper. And we will hear opposing views on that
question. ‘

(4H)




46

The Administration wants to increase the amount of individual
Pell grants, but restrict the program to the poorest of applicants.
As we will hear, even families considered middle income by Feder-
al standards are having a more and more difficult time in meeting
educational costs, particularly in States with high living costs.

Restricting Pell grants could seriously affect that second aspect
that we will consider, which is access. Many students could be ex-
cluded from attendance at postsecondary institutions just by the in-
ability to have financial assistance. In fact, the need might be to
ensure greater access. -

We talked yesterday of the possibility of some kind of dedicated
education tax, part of which might be used to expand Federal aid
for higher education.

The third aspect, the quality of higher education, seems directly
related to the major element in cost of Government loan programs.
That is the loss caused by the high rate of defaults on these loans.

By far, the greatest number of loan defaults comes from students
who attended proprietary institutions such as trade schools, which
offer no academic degrees. Those students are likely to be the most
at risk in terms of both educational achievement and income earn-
ings prospects. Too often, such institutions may be deficient in
quality of education, not offering the tyfe of training that enables
s{:ludlents to find productive jobs that will support the repayment of
the loans. '

As a result of the Budget Reconciliation Acts of both 1989 and
1990, it is believed that hundreds of such suspect proprietary insti-
tutions have already been closed. We will hear a proposal this
morning to tighten State supervision over the quality of education
offered by both academic and proprietary institutions.

The witnesses testifying on our first panei are Bruce Johnstone,
the Chancellor of the State University of New York; Donald Nolan,
who is Deputy Commissioner of Higher and Continuing Education
of the State of New York; Nancy Coolidge of the Office of the Presi-
dent, University of California; and Charlotte Fraas of the Congres-
sional Research Service.

Following their testimony, we will hear from William Brock and
Roberts Jones about whether we are providing the schools with the
foundation to meet the demands of the modern workplace.

I would like to thank all of the witnesses for taking the time to
be here. This is, as always, an exploratory hearing to try to see if
we can find better directions for the use of resources in the educa-
tion area.

We have continually confronted the issue of the need for continu-
ing resources, but we also have to confront the issue of what re-
forms have to be put in place to ensure that those resources will be
used well. For that reason, we look forward to your guidance and
testimony.

Your statements will be made part of the record and you may
read from them or summarize them as you wish. Dr. Johnstone.

STATEMENT OF D. BRUCE JOHNSTONE, CHANCELLOR OF THE
STATE UNIVERSITY OF NEW YORK (SUNY)

Mr. JounstoNE. Thank you, Mr. Chairman.
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I would prefer to only summarize my testimony. I think in the
interests of time and efficiency, I would like to say a few key points
about it and hope there may be some questions or discussion at the
end of this.

I have been thinking and writing and speaking about student
loans for 20 years. My %ackground is as a theorist of higher educa-
tion finance, on how to balance the cost burden between parents
and students and taxpayers.

I have the dubious distinctior. of beinf the only person to have
written a book about income contingent loans, spectacularly poorly
read, but it has been available for nearly 20 years for all who have
cared to understand better this particularly complex topic. Current
Administrations especially, however, have not read it.

I also have spent time in recent years studying higher education
finance in an international comparative perspective. I have found
valuable lessons, in looking at our own system of finance, to know
something about how the Japanese and Germans and Swedes and
Brits do it. ‘

I would like to focus this morning, though, on what I was asked
to do, which was the direct loan concept, by which I take it to
mean loans being made available directly by colleges and universi-

ties in a matter more similar to the Perkins loan program, and dol-
" lars somehow being made available by the Federal Government,
rather than being made by banks and guaranteed by the Federal
Government, as with the current Stafford Guaranteed Student
Loan program.

The esrential question, I think, which I do attempt to put in a
paragraph on the bottom of the first page of my testimony, asks
whether what 1 assume to be the Congressional goal of federally
supported student lendin%——namely, to make dollars available to
students on some equitable basis, without risk rating, in order to
make higher education more accessible—at a cost to the taxpayer
which is substantially less than would be the case were the same
dollars to be made available in an equivalent grant program.

The question, then, before me today is whether making those dol-
lars available as we do currently, substantially through commercial
bank orif'ination, is more or less efficient than making those dol-
lars available somehow originated by the campuses directly.

I want to focus on what I believe to be the essential generic dif-
ferences between direct lending and commercially originated guar-
anteed lending and to urge you, Mr. Chairman, and your colleagues
to at some point address these generic differences without the dis-
tractions of, for exemple, the interest rate differential between Per-
kins loans and Stafford lrans—which differential, of course, could
be changed tomorrow if Congress wanted to.

Or without being distracted or confused by the magnitude of, or
differences between, the subsidies, which also can be changed; or
the differences in borrowing populwtions or their demographics
predilections of defaulting—all of those, again, being functions of a
';'ariety of things, but not of the essential generic originator of the

oans,

I also think that the on- and off-budget costs have been, until
now, generally distractions. We are comin% to a point where I
think we can view the Federal taxpayer’s liability in student loans
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of whatever kind represented by the cost of subsidies, preferably
expressed in the present value of the stream of subsidies, and the
cost of making good on defaults, again, expressed in the present
value of the future flow of assumed defaults. My point, once again,
is that the question of who originates or how it originates is irrele-
vant to those calculations of ultimate Federal taxpayer liability.

I hope we also don’t get too confused by other issues that are es-
sentially Title IV policy issues: Whether there is too much or too
little borrowing, or too much borrowing in the freshman year, or
whether proprietary schools should be in or out of the game.

Those are all important questions; but, again, they have little or
nothing to do, other than confusion and distraction, with the fun-
damental, generic issue of direct university-originated lending
versus commercial bank-originated guaranteed lending.

So I spent a lot of time, Mr. Panetta, in my paper on caveats, but
I think they are important caveats because I rarely heard the topic
discussed without those, in my opinion, distractions and confusions.

At the middle of page 3 of my testimony is where I come to what
I think is the essence of my message to you and your colleagues,
which is to ask those considering this question to cease conceiving
of student lending as a single act or a single process performed by
a single agent, bank, institution, whatever else, and to begin con-
ceiving of student lending as a very complex process involving five
very distinct processes, each one of which in turn is performed by
various combinations of quite distinct agents.

Very simply, the processes are, first, origination: Somebody has
to give the loan, to say, “Here, student, you get this much, and
here it is.” Second, someone has to bear the risk of default. That, to
me, is the essence, actually, of lending: Bearing risk. Indeed, if you
borrow from me, and your colleague with abundant collateral co-
signs th2 note, it is not clear who is the lender. I actually think it
is your colleague whose collateral is at risk, not I, who happenred to
have some cash that I was willing to lend at the rate you would
pay rather than the rate I could earn elsewhere.

" would submit that once risk is entirely borne, that the third
function, providing capital, is almost insignificant. There is no diffi-
culty in securing capital for riskless paper.

A’ fourth function is subsidizing the interest rate, and a fifth
function is servicing the loan.

The point of this perspective, Mr. Paneita, is that very different
agents can play and must piay these quite different functions of
lending. I would submit that where commercial banks in the Staf-.
ford program are clearly involved in origination, they cannot do it
alone. They must do it in conjunction with colleges, with enormous
regulations regarding the terms and conditions of the lending. It is
hardly a free origination done by banks.

I would submit that only the Federal taxpayer can really bear a
risk of default. I would further submit that only the Federal tax-
payer can hear substantially whatever subsidies the Congress in its
wisdom chooses to assign to a loan.

I would submit that capital, once risk is borne by the Federal
taxpayer, once the subsidies have been handled, is going to come
from the fundamental capital markets, which are pension funds
and trust funds and large primary savers, and that this capital will
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get channeled into the hands of students vis-a-vis a variety of inter-
mediary mechanisms.

We often think of banks as providing capital, but this year, New
York banks will sell $1 billion of student loans to Sallie Mae. They
have been more of a passthrough between Sallie Mae and primary
capital sources, and the students. So provision of loan capital, I
!:hink, is often mistaken as being the fundamental essence of lend-
ing.

Finally, servicing the loans can be done by anybody with a big
computer. Banks are pretty good at that. But a bank does not have
to service its own loans and it is quite capable of servicing loans it
doesn’t own.

The point of all this, Mr Panetta, is that direct lending is realiy
the question of which agent or agents we involve in the origination
of loans. And seen in this light, I believe origination ought to be
mainly in the hands of cslleges and universities, which are already
deeply involved in certifying financial need and attendance, and in
packaging other sources of financial aid, and that there seem to be
no particular advantage, especially were we starting de novo,
which I grant we are not, to involving banks in the origination
function, which they cannot do completely anyway.

If I were conceiving of a simple and rational loan program—
again, were we beginning anew, which we are not—it would be for
students to apply to colleges for some kind of financial assistance,
some component of which would often be a loan, which loan would
be guaranteed and perhaps slightly subsidized by the Government,
and available and repayable on rates and terms as prescribed by
law and regulation.

Eligible universities would then originate the loans, would sell as
quickly as possible, perhaps in advance, to something that would
look a lot like Sallie Mae. Call it a national student loan bank, if
you like, but this entity would essentially purchased guaranteed
notes from the campuses, and in turn use those to collateralize its
own paper to tap the primary savings sources. I would prefer to
have this national student loan bank service all the loans.

A few colleges and universities might prefer to do their own col-
lections, but they would have to bear some due diligence risk in
order to be allowed to do so. Some substantial part of the capitali-
zation and the servicing I think should be contracted directly to
qualified State agencies or possibly put out to bid to private second-
ary market loan servicing agencies.

Commercial banks I would see having no role in loan origination,
but potentially major roles in loan servicing by contract, or poten-
tial major roles in providing loan capital by purchasing the paper
of the secondary market. Maybe then, in addition, you could
employ the IRS to collect. Maybe, if you would like, you can have
income contingency. Perhaps you could tap into Social Security.
Possibly you could do other things.

But those are all, I believe, utterly subsidiary to what I think is
the fundamental question of who or what, as between the colleges
themselves or the commercial banks, should originate the bans,
and how should the accounting system reflect the true Federal tax-
payer costs.
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My sense is that moving student lending more toward origina-
tion by colleges and universities is gensible, because I think it is
more efficient, more effective. It uses the financial aid apparatus
that we have on universities and colleges. It couid use e ectively
the by-and-large very effective State guaran:ee encies. It would
move federally sponsored student loans away from commercial
bank origination, where it has never resided in complete comfort,
but keep the banks involved as a rovider of capital.

The model that I have descri really is not a Frkins loan
model. It is rather, more like the old FISL model, the old federall
insured model, where certain universities and colleges were al-
lowed to become lenders within the student loan program.

To ask, “Are we ioing to have a guaranteed student loan pro-
%:am or not?” I think, is a misleading question. If guarantee means

aring risk, only the Federal taxpayer can ever bear the risk on
what are fundamentally risky loans unless we choose to stop
making loans available without risk rating, available only to
whomever banks feel comfortable doing business with, and that is
a whole vastly different policy issue that I think is not a budgetary
one.

I would hope the Congress would not move in that direction. I
would hope it would continue making loans as available as equita-
bly and as without risk rating as possible, a d that the Congress

- would seriously consider a program in which a substantial number,

Freferably a sampling of different kinds of institutions would be al-
owed to originate guaranteed student loans, passing the paper on
immediately to Sallie Mae, divesting themselves therefore of servic-
inF responsibilities, which they cannot do well, but retaining that
zfa_l “critical origination in the hands of the institutions and their of-
icers. .

That concludes my testimony, sir.

[The prepared statement of Mr. Johnstone may be found at end
of hearing.

The CHAIRMAN. Thank you very much. Dr. Nolan.

STATEMENT OF DONALD J. NOLAN, DEPUTY COMMISSIONER FOR
HiGHER AND CONTINUING EDUCATION, NEW YORK STATE EDU-
CATION DEPARTMENT, REPRESENTING STATE HIGHER EDUCA-
TION EXECUTIVE OFFICERS ASSOCIATION

Mr. NoLaN. Chairman Panetta and distinguished Members of the
Committee, thank you very much for giving me this opportunity to
talk with you this morning about reauthorization of the Higher
Education Act.

I serve as Deputy Commissioner of Higher and Continuing Edu-
cation of the State of New York, but I speak to you today on behalf
of SHEEO, which represents the 50 executives of statewide higher
education coordinating and governing boards across the Nation.

SHEEO seeks your support for a major reform to Title IV of the
Higher Education Act, one that would protect the large Federal in-
vestment in student assistance by allowing the States to be the ap-
proving agencies for institutions that receive Title IV funds.

In my written testimony, I lay out some facts and figures, and I
review briefly what you have already heard from a variety of
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sources about problems associated with Title IV. I don’t want to go
into those matters in the brief time that I have today. I prefer to
direct our collective attention back to the basic purpose of Federal
student aid, which is to provide access to postcecondary education.

One thing is clear. Thanks to you and your colleagues in Con-
gress and your predecessors, Title IV is providing access. We can
argue about the details, is it enough access, it is for the right
peoi)\le, but it clearly is providing access.

The issue then is, access to what? I believe your expectations are
the same as ours. We all want and expect access to a quality educa-
tion. The question is, Are we achieving that goal through Federal
student aid?

In my judgment, far too often, I am sorry to say, the answer is
that we are not. So how do we together essure that Federal studer.t
aid dollars are spent at institutious that meet standards of quality?

Currently, the Federal Government relies on three measures to
determine a school or college’s eligibility to participate in Title IV

rpgﬁams, and it might be a good idea this morning to review those
riefly.

First, the institution has to demonstrate to the Secratary of Edu-
cation its ability to manage and administer the Federal aid pro-
grams entrusted to it.

The second, i3 that the institution must be licensed or otherwise
authorized to operate by the State in which it is located.

And third, the institution must be accredited by an association or
an agency recognized by the Secretary as a reliable authority in
judging what constitutes satisfactory education and training.

From my vantage point and that of my colleagues in far too
many other States, the current system, which is supposed to assure
quality, just isn’t working. Too many students aren't receiving the
education they enrolled to pursue. Too many are not completing in
a timely manner. Too many of them who do complete are ill-pre-
pared for their chosen job or profession or graduate study. Too
many are the victims cf school closures in the middle of their stud-
ies, with loans they didn’t know they had taken, with debts they
were unable to pay.

The Government is estimating defaults in excess of $3 billion for
fiscal year 1991, I know you will hear more about that later.

The Congress has worked to curb loan defaults during the past
decade. 1 note there are 17 pieces of Federal legislation enacted to
address defaults during that period. There have been other impor-
tant adjustments made to improve the system. But as important as
these efforts are, we in SHEEQ believe that the one way to offer
long-term protection to students and Federal taxpayers is to en-
courage the States to serve as the agencies that assure the integri-
:{y of the institutions and programs receiving Title IV funds, all

one in partnership with the Secretary.

This approach is a major feature of the integrity in the Higher
Education Act of 1991, which was introduced in June by Represent-
atives Goodling of Pennsylvania and Lowey of New York.

Our research indicates that within the past few years, many
States have enacted 1a «8 tc protect their students from fraud and
abuse, especially at vocational and trade schools where most of the
abuses have been uncovered and where Title IV finds comprise the
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final funding source. I note California and New York as two exam-
ples where this kind of legislation has occurred.

However, several shortcomings do remain. First, the function of
State oversight for noncollegiate institutions often rests with a sec-
ondary, not a postsecondary agency

Second, the funding for enforce..ient has been limited because of
the lack of priority given to oversight activities by the secondary
agency. i
Ang third, many States continue to emphasize business and fi-
nancial practices rather than broader concerns with educational ef-
fectiveness, which is of essential concern to many Federal and
State policymakers.

The proposed integrity in higher education legislation offers an
alternative that would save the Federal treasury much more than
it would cost to implement, and in our view, is the best hope tor
assuring lon%~term accountability in Title IV programs.

What would this legislation do? Well, it would authorize the Sec-
retary to enter into agreements with the State, to establish a State
postsecondary approving agency. The Secretary would provide
funds to the agency to review and approve postsecondary institu-
tions and programs for purposes of Title IV eligibility.

Each postsecondary approving agency would be the single con-
tact point with the Secretary for that State, regardless of how
many separate agencies actually performed review and approval
functions for the State. :

The legislation spells out those areas in which State standards
would have to be established. These standards would be devel(:f)ed
in consultation with the institutions of the State, and they could be
different for different classes of institutions within tl.e States.

The States would be reimbursed for their approving activities
with a cap of 1 percent of the total Title IV a;t)‘propri_'mions. We see
this is a risk manag *ment effort well worth taking.

Will our approach increase the chances of the federally aided
student receiving a quality education? We believe it will.

Among the standards that participating States would be r uired
to develop, and again I emphasize in consultation with the affected
institutions, are those that deal not only with the conditions of edu-
cation, but also the resuit of the educational program.

Let me put that another way. An institution that wanted to be
found eligible for Title 1V would have to meet published standards
for such areas as adequate finance, facilities, faculty, curriculum,
student support services, all the things that we now do, and it
would have to demonstrate that the achievement of its students is
of sufficient quality that it provides satisfactory education and
training.

Many States have addressed the issue of postsecondary educa-
tional integrity and quality in recent years, with mixed results. Let
me briefly describe what has happened in the State that I know
best, New York.

Our board of regents has sweeping powers to review and approve
all levels of postsecondary education offered by all types of institu-
tions: Public, private aonprofit, and proprietary. Among our
degree-granting institutions, our review activities have consistently
led to program improvement and in some cases discontinuance.
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We have strong initial approval procedures, and that serves to
deter the establishment of weak programs. And despite these
strong regulatory provisions, we have been able to work colleﬁially
with our nearly 250 colleges and universities, many of which are
:vo(()lrld class institutions. I am joined by my colleague from one here

ay.

New York nas separate standards for schools that do not offer
degree credit instruction, namely, the occupatinnal, trade, vocation-
al and technical schools that are primarily nondegree schools but
they are for-profit corporations. Last year our legislature strength-
ened our authority to regulate these schools and that new system
is working quite effectively without limiting access.

So why turn to the States to assure quality? I think there are
several good reasons.

First, the States are closer to the action, and since problems that
affect their residents are more likely to get attention, they will pro-
vide vigorous oversight.

Second, we believe it is in the national interest to e1sure strong
oversight by a Governmental body that is responsible to the public.
The States can do just that.

And third, the States are willing to assume this responsibility.

In our view, the Goodling-Lowey proposal is central to the resto-
ration of public confidence in the integrity and quality of postsec-
ondary institutions whose students receive Federr] assistance. We
Lelieve that students and taxpayers will be bett.r served through
the enactment of this legislation.

I thank you very much for your attention, and look forward to
your questions. :

[The prepared statement of Mr. Nolan may be found at end of
hearing.]

The CuairmAN. Thank you. Before we proceed with testimony,
we have a vote, and I would like to go shead and call a brief recess
in order to get that vote, so we will reconvene in about 10 minutes.

AFTER RECESS

Mr. DurBIN [presiding]. I would like to welcome the panel to
return. At this point, I believe, Ms. Coolidge, it is time for your tes-
timony. We welcome your attendance here today. Please proceed.

STATEMENT OF NANCY COOLIDGE, PRINCIPAL ADMINISTRATIVE
ANALYST—STUDENT FINANCIAL SUPPORT, OFFICE OF THE
PRESIDENT, UNIVERSITY OF CALIFORNIA

Ms. CooripGe. Thank you, Mr. Durbin.

Good morning. I am Nancy Coolidge, Principal Administrative
Analyst—Student Financial Support, at the Office of the President
of the University of California. The Office of the President is the
systemwide administration for the university, which comprises
nine campuses and enrolls 160,000 students.

On behalf of the university, I thank you for providing me this
opportunity to address you on topics related to student financial
ﬁgggort and the reauthorization of the Higher Education Act of
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This morning 1 want to focus on a number i student support
issues that are of particular importance to the university: The af-
fordability of postsecondary education for low- and middle-income
students, the cost to institutions of administesing student support
proirams, and student support for graduate students.

The university’s needy undergraduates rely on Federal financial
aid for access to a university education, and grant support for the
neediest students is the cornerstone oi this opportunity. The pres-
ervation of the grant programs and a restoration of the purchasing
power of the Pell grant, therefore, must be essential tasks for the
upcoming reauthoriza'ion.

1 want to turn to o discussion about the university’s growing con-
cern about those individuals who do not quite qualify for need-
based Federal financial aid and are finding it increasingly difficult
to finance education. Students in California and other high-cost
states are disadvantaged in establishing their need for financial aid
to help meet the cost of attending a college or university.

Congressional methodology recognizes differences in income, but
does not place much emphasis ou expenses. A family of four living
on a $49,000 income in San Francisco is not likely to be able to con-
tribute ss much toward college costs as a family of four living on
the same income in a lower-cost city.

But the Federal means-test would require each of these families
to contribute the same amount of money toward the cost of their
child’s education. In California, we are hearing more and more
from families that are considered ‘“‘midd!z-income” by Federal
standards, but who, after trimming their spending, reducing their
standard of living, and taking out loans, can barely meet the cost
of education at their own State’s public universities.

The lower-middle income families that are just over the financial
aid eligibility threshold are particularly hard-pressed. They have
few or no assets to draw upon to lever cash or credit to pa for col-
lege. In major cities and suburbs in California, families of four with
$40,000 incomes do not often own a home, particularly if they are
trying to buy them in recent years.

If they should be so fortunate as to purchase a home, they do not
have enough unencumbered cash to be eli ible for many loans.
Among lower-income students already enrolled at the university,
most are working. Many are borrowing. But all complain that they
feel a need for additional support to help reduce the financial pres-
sure they are under.

We encourage our students to limit their work, if they are full-
time students, not to work more than 20 hours a week, because we
have got evidence to demonstrate that work in excess of 20 hours
usually means a reduced credit load and also extends their time in

college, which is not necessaril cost-effective. Work in excess of 20

hous—~ a week is also associated with poorer performance, which af-
fec, .- students’ ability to compete for graduate school. Admis-
sion .. uch programs is very important to most of o r students.

So we feel most of the people on financial aid are at capacity in
terms of how much they can work and make a contribution to t eir
own support. Among families who ave looking to the future and
trying to gage whether they can send thsir children to the Univer-
sity of Califor 1, many are frustrated to learn that ey are not
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officially nee( y, when they are well aware they cannot produce the
$11,000 or so that it costs for a California resident to attend the
university. Ot that $11,000, about $2,500 is tuition anA fees, and the
rest is living axpenses in California.

We all need to be concerned that this gap between ccsts and re-
sources may be affecting college choice across the country. There is
more and more discussion. of the fact that students are downsizing
their dreams of attending the college most suited to their goals be-
cause they and their families just can’t afford it.

I was asked recently about access and whether or not the sorts of
problems I am describing would ac«.tually prevent access to postsec-
oiidary education for these low«r middle-income families who do
not qualify for aid. While it is true that in California we have an
excellent access system in our community colleges, it is also true
that the highest risk students who are eligible for admission to the
university when they graduate from high school are not as likely to
persist to a bachelrv’s degree if they attend a community college
rather than enter tne university as freshmen.

As you may be aware, California will not be able to mair‘~in its
own current level of suppurt for postsecondary education during
this new fiscal year. As part of an overall plan to deal with a sig-
nificant reduction in our State’s budget for the university, we have
been forced to raise the student fees by $650. This increase will ex-
acerbate the problems c¢. families who are just above the cutoff for
need-based aid.

The university has created a separate new financial aid program
in order to cover the cost of this fee increase for all needy students.
This program provides a combination of grant and loan support to
students with the 1.2ediest students receiving full grant coverage
and the slightly higher income students receiving a combination of
grant and loan.

In response to the increase in requests from families who do not
qualify as needy by Fe.deral stancd.rds, we are also exploring the
possibility of establishing a minimally subsidized loan program
that would provide another source of loans for students who do not
qualify for need-based grants and s ibsidized loans under Congres-
sional methodologies.

Part of the development must include the provision of ndditicnal
resources tv provide some level of subsidy to assure that these mod-
erate-income stadents I have been speaking about are not squeezed
out ~f a university education if they are otherwise prepared to par-
ticipate.

e Administration’s current proposal to limit Pell grants to stu-
dents and families with incomes less than $10,000 goes too far. We
have examined our data and suggest to you that almost 10,0060 stu-
dents in our university would be eliminated from the Pell program.

Forty-two percent of our dependent undergraduates would no
longer be eliﬁible for Pell grants. Many very needy students will be
excluded if this suggestion is adopted.

In addition, as current congressional proposals suggest, more
needs to be done for the moderate and middle-income family. I
would suggest, therefore, that Congress take this reauthorization
opportunity, spread the Federal subsidy more broadly by establish-
ing a sliding scale that would target the greatest subsidy to the
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{)oorest students in the form of grants, while maintaining some
evel of subsidized support for a greater range of students and fami-
lies. Although the interest may not be fully subsidized, guaranteed
loans should be available to students with higher incomes.

The second topic I want to bring before you this morning con-
cerns an area of student support that does not receive as much
press as Pell grants and guaranteed loans, but is nonetheless ex-
tremely important to the university and to the country as a whole,
the support of graduate students in general and of doctoral stu-
dents in particular.

The University of Cal.fornia plays a key role in the education of
doctoral students. Ten percent of the Ph.Ds in ou country are
from the University of California. The vitality of our national econ-
omy and our ability to compete in the worldwide marketplace are
tied to continued excellence in graduate education.

The United States is on the brink of a real and potentially dam-
aging shortage of college and university faculty. This shortage will
affect education and research at all levels. It will be felt in commu-
nity colleges, private colleges, and in universities. It will affect the
education and training of the Nation’s elementary and secondary
teachers.

It will affect the technology transfer between and among the uni-
versities and the private sector. This situation, however, presents
the Nation with an opportunity to diversify the faculty, providing
we can recruit and obtain outstanding students from all back-
grounds.

Graduate student support is a vital underpinning of this effort.
Although much of graduate student support is provided by institu-
tions themselves and by Federal research grants, I want to empha-
size the importance that the Higher Education Act plays in affirm-
ing Congressional interest in the development of a diverse future
faculty.

In addition, the act authorizes programs that support raduate
education in the fine arts, social sciences, humanities, and foreign
language. Although the Ph.D. shortage in science and engineering
has been well-documented recently, the faculty shortage in the
arts, humanities and social sciences will be just as severe and
harmful.

A revitalization of the Federal commitment to graduate educa-
tion in these fields through an increased investment in fellowships,
training grants and research assistanceships is crucial.

Thank you again for giving me this opportunity. I will be glad to
answer questions.

[The prepared statement of Ms. Coolidge may be found at end of
hearing.]

Mr. DursiN. Ms. Fraas, welcome to the panel, and we invite you
now to testify.

STATEMENT OF CHARLOTTE J. FRAAS, SPECIALIST IN SOCIAL
LEGISLATION, CONGRESSIONAL RESEARCH SERVICE

Ms. Fraas. Thank you, Mr. Durbin.

I have followed the default situation closely as part of my duties
as the CRS analyst primarily responsible for the GSL program.
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The costs of GSL defaults to the Federal Government of $3.5 bil-
lion are an all-time high. Why? One reason is a rise in the volume
of loans in repayment, resulting from increases in principal bor-
rowed annually: Increases in the sheer size of the program. The
other reason is a rise in the rate of defaults, attributable to in-
creases in the use of the program by high financial risk borrowers
who subsequently default.

The GSL program has grown significantly in the 1980’s. In fiscal
ear 1980, about $4.6 billion in loan Erincipal was disbursed. Dis-
ursements in fiscal year 1991 will be an estimated $11 billion.

During the same 11-year period, obligations for defaults increased
from $263 million to $3.5 billion.

With regard to these increases in default costs, an important con-
sideration is that the more loan principal borrowed, the more loan
?rirlxcipal enters repayment, and the more money is subjer* to de-

ault.

For example, in fiscal year 1980, about $3.7 billion in GSL princi-
pal was in repayment from loans that had been borrowed since the
grogram began in fiscal year 1966. At the beginning of fiscal year

991, $34.3 billion in GSLs was in repayment. Ever with stable de-
fault rates, a rise in default costs would occur.

Collections on defaulted loans partially offset total Federal de-
fault costs. Table 2 on page 5 of my testimony shows annual collec-
tions since fiscal year 1980. Since fiscal year 1980, GSL collections
_have risen from g68 million to an estimated $880 million in fiscal
year 1991,

The IRS offset program, which has existed since 1986, attaches
Federal tax refunds due GSL defaulters and applies the amount to
the debt they owe the Federal Government. Over a billion dollars
has been collected through this program, which will expire danu-
ar;{‘ 10, 1994.

he second reason for the rise in default costs is increases in the
default rate due to borrowing by high financial risk students. This
is evidenced by increases in the 1980’s in the proportion of GSL
borrowers who attend proprietary schools.

Department of Education data show that in fiscel year 1980, 7.5
percent of Stefford loan borrowers were proprietary school students
and they bhorrowed about 6 percent of loan volume. By 1989, propri-
etary school student borrowing increased to about 33 percent and
their loan volume to 27 percent.

The Stafford loan program, the largest of the GSL programs, pro-
vides subsidized loans to low-income students on the basis of need.
A reason proprietary school student borrowing is on the increase is
that such students tend to be low income and the schools tend to be
more expensive so the students qualify for significant amounts of
student aid.

A 1986 student aid survey found 67 percent of proprietary school
students borrowed GSLs, compared to a nonproprietary school bor-
rower rate of about 18 percent.

Even more significant has been the recent use of smaller unsub-
sidized Supplemental Loans for Students, SLS, program by proprie-
tary school students. After 1986 program amendments eliminated a
limitation on the use of such loans by independent undergraduates,
SLS loan volume jumped from $279 million in fiscal year 1986 to
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over $2 billion by fiscal year 1985, a..d the bulk of the increase was
attributable to borrowing by pror -ietary school students.

The proportion of SLS b« ‘wwers attending proprietary schools
a8 about 10 é)ercent in fis. ~ year 1986 rising to over 50 percent in
tiscal vear 1987 and to 65 percent in fiscal year 1988.

Such patterns of borrowing are believed to have increased de-

fault rates because proprietary school students default at signifi-
cantly higher rates than students attending other types of institu-
tions.
" ED analyzed a random sample of Stafford loan borrowers who
entered repayment in fiscal year 1985 and found that 50.6 percent
of proprietary school borrowers defaulted on their loans by the end
of fiscal year 1988. This compared to about a third of community
college students; default rates for students at 4-year schools are
considerably lower.-The average default rate was 26.0 percent for
this cohort.

Why are proprietary school student default rates so high? No
studies have been conducted on proprietary schocl borrowers, Fer
se, to answer the question. Studies of loan defaults indicate that
the major characteristics of defaulters are also the characteristics
of students more commonly served by proprietary schools: Low
income of the student or his or her family; enrollment in a short-
term course of study; low loan balance.

Sonie believe that abusive practices by, nr characteristics of,
some schools—misleading advertising, recruitment of unqualified
students, poor educational programs—contribute to a student’s pro-
clivity to default.

What we can determine from available data is that nationally,
defaults are rising: Historical measures of GSL default rates based
on cumulative program experience suggest that we have been expe-
riencing a worsening default situation, particularly since fiscal
year 1986.

Last week ED released its national analysis of the fiscal year
1987 through fiscal year 1989 cohort default rates used to imple-
ment provisions of the recent reconciliation laws, and these data
indicated a notable rise in defaults. The fiscal year 1987 cohort of
borrowers had a 17.6 percent default rate nationally. This rate for
the fiscal year 1989 cohort was 20.1 percent. The cohort used is bor-
rowers entering repayment in a given fiscal year. The rate is the
number of such borrowers who default by the end of the following
fiscal vear divided by the total borrowers in the cohort.

In the 101st Congress two major budget reconciliation laws were
enacted to achieve GSL pro%am savings primarily through reduc-
ing defaults: The Omnibus Budget Reconciliation Acts (OBRA) of
1989 and 1990.

The most significant provisions of both laws sanctioned schools
whose students default at high rates by limiting their participation
in the program.

OBRA 1989, effective January 1, 1990, prohibits undergraduate
students at schools with cohort default rates of 30 percent and over
from borrowing SLS loans. OBRA 1990 makes schools with cohort
default rates of 35 percent and over for each of the three most
recent fiscal years inelifible for participation in any of the GSL
programs effective July 1, 1991.
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It is too early to assess the effects of these laws on default costs
because there is a considerable time lag between the time a loan is
disbursed to the borrower and a default claim is paid by the Feder-
al Government,

According to program analysts, most Federal GSL default claims
are paid an average of three to b years after a loan is inade to the
student. Defaults would be expected to show up earlier for SLS
loans, which enter repayment status sooner than Staiferd loans, or
if borrowers are mostly in short-term educational programs. For
example, defaults on loans to proprietary schocl students tend to
peak about 2 years after the loans are disb reed.

The effects of the 198) OBRA on Fedziel defauit costs, thereiore,
will not be apparent until fiscal yexr 1992 at the sarliest. We can,
however, make some preliminary observations on poseible effects of
OBRA 1989 on SLS progrsin participation 4 could have impor-
tont implications for defsuiis,

The Department of ¥ducation reports that und:rzraduate stu-
dents at 712 high “ufault cchoels weore made inetigible for SLS
loans between Ms+ch 1937 and this July under provieions of OBRA
1989: 601 of tnes: schools were proprietary schools

GSL progre::. data ' ows .. $615 million redueiion in BLS bor-
rowing by o prietary 5-ooui students between fiscal year 1989 and
fiscal year 1990. Alsc of interest won abeout n #4¢G million decline
in Stafforc loan borrnwing hy =uch stodents,

If you assume, Lased ¢ canbynes of deianlies] dollars, that at
least 45 percent of the $1 YiVica redostion in /%°L principal bor-
rowed Ly proprietary schesi «udents wowd Lt rovae time default—
probal:y for this group atiending high defaclt slwools it would be a
higher rate—-then ysu would wventually realize signiticant cost, sav-
ings trom this fiscal year 1997 volume red: ctica aiope.

Bassd on provisions of OBRA 1990, 17¢ »-hoois have been noti-
fied that they are subject to program tc:ruination. The effects of
the elimination of these gdditional schools from GSL program par-
ticipation on loan volurie will not be apparent until fiscal year
1992 at the earliest, with effects on defaults being indicated several
years later.

A couple of other factors may influence GSL defaults over the
next few years that could offset savings thet might be realized
through the reconciliation laws. For fiscal year 1991, ED has reesti-
mated Federal default costs from $2.8 billion to $3.5 billion, based
on increases ‘n default claims coming into the Department.

Program & .alysts suspect that the recession may be one factor
causing thi- increase. The recession began about July 1390 and
roughly 9 months later claims began to increase beyond expected
levels—the minimum period a loan could go into default and a
claim filed. An important question is why loan deferments avail-
able for unemployed borrowers would not help counteract the ef-
fects of the recession.

Another factor that may be resulting in higher defaults in fiscal
year 1991 might be an unintended consequence of the SLS restric-
tion. Some propose that students who attended schools that closed
as a result of losing SLS eligibility may believe that they have no
obligation to repay their GSL since their educational program was
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incomplete: We may now be seeing the results of fiscal year 1990
school closures in increased defaults.

The challenge in considering future options to reduce defaults is
palancing budget policy with program policy goals. Since 1980, Con-
gress has enacted some 17 different laws, to one degree or another
addressing default control. '

At this time, options that are likely to have the greatest impact
on reducing default costs would be those to further reduce loan
volume or the participation of borrowers most prune to default in
the GSL program.

One option that could significantly reduce defaults would be to
further lower the default threshold for school eligibility for GSLs.
With this alternative, you face the consequence of reducing the
access of some students to Federal student aid, and potentially to
postrecondary education.

Another option to achieve the same goal would be to deny loans
to certain default prone student groups and increase other types of
student aid for them, such as Pell grants. This would require signif-
icant increases in appropriations for the non-GSL student aid pro-
grams, however.

Another option that mi%ht be considered would be to increase re-
ceipts coming into the GSL program to offset default costs. Now
both students and guaranty agencies pay certain fees to reduce pro-
gram costs. Some new GSL participation fee for schools might be
considered.

Default reduction proposals concentrating on preventing defaults
among the current borrower population or improving collection ef-
forts would arguably have less of an impact on future default costs
than those discussed above.

This is because important default reduction efforts have already
been undertaken in these areas and that current costs are largely
driven by loan volume and the nature of the current borrowers.

This concludes my remarks. I will be happy to answer any fur-
ther questions you may have. 7

[The prepared statement of Ms. Fraas may be found at end of
hearing.]

The CHAIRMAN. Let me yield to Dick Durbin, who is here, and
has to go to another appointment, if he has any questions.

Mr. DurBIx  have two or three questions.

I missed the first two witnesses,%ut I have reviewed their testi-
mony. I am struck by one element here. I am an easy vote for edu-
cation. I do my best to put funds in education. I just don’t ihink we
do enough for it.

The increased cost of higher education for me and my wife and
my family have hit us prett hard. I note that when it comes to
health care, we have imposed some serious cost containment on in-
stitutions providing health care. In return, we have said we will
continue a Medicare program and Medicaid program.

What is being done in the area of Government-directed supervi-
sion or monitored cost containment in higher education? Year-in
and year-out, we hear that the cost of higher education exceeds the
rate of inflation. Is this absolutely necessary? Can money be saved
and still provide quality education?
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I will open it to the panel.

Mr. JounsTONE. I would be happy to try that with two responses.
One is that I think the celebrated cost of higher education really
means, for most people, the rapidly rising tuition component of the
total cost packages that frighten all of us, particularly those of us
who have children in the higher priced private sector.

I am always amused when the New York Times waits eagerly for
the new tuition of Bennington College as though it had some public
policy significance. I have 400,000 students in the State University
of New York, who until this year had not experienced a tuition in-
crease in 8 years. This was tge utter extreme. It should have gone
up more along the way.

But when one asks whether there is waste or profligacy behind
these costs, at least in the sector I know about, the one I am re-
sponsible for, which includes 64 institutions and about 70,000 staff,
the answer is that our real costs have gone down, not up. We have
lost about 10 percent of our real resources in the last decade.

There is nothing remotely profligate in this sector, and I think in
most public sectors of which I am aware. There have been by and
large decreases in, measured in real terms, which is principally in
number of staff.

You asked whether cost of higher education ought to be, can be,
should be above the rate of inflation, or below or at the rate of in-
flation. My honest answer to that is that probably, year-in and
year-out, it will average above the rate of inflation for the sheer
reason that the rate of inflation is an average.

An average is, of course, something like the middle. It is the
mean. This particular average, the Consumer Price Index, is the
mean of a whole bunch of price increases, specifically of products
that are commonly purchased by the average urban family of four.
About half of the price increases that go into the CPI are, of
course, above the CPI. The other half are below the CPI.

Almost everything which is highly labor intensive is going to be
in the top half. The costs of symphony orchestras, social work,
health care, and education will tend to be in the half of the cost
increases that are above the average, counterbalanced by the costs
of goods where there are year-in and year-out opportunities for suk-
stitution of capital for labor and thus for continuous cost decreases.
So the cost of higher education will tend to go up something in ad-
vance of the cost of living on average.

If institutions are experiencing a real enrichment, and that has
happened in some campuses—the cost will go up even more. Such
enrichment has tended to happen in that part of the private sector
where families were lining up eager to purchase, at high tuitions,
those enhanced higher education services, and while I do not
always understand why parents want so much or are willinp{)to pay
so much, I don’t infer anything either untoward or out of the ordi-
nary or anything to be surprised about in such tuition increases in
the pricey private sector.

Mr. Novran. If I could add to the perspective from the office that
oversees 250 institutions, including the 90 in the public sector, all
those remaining in the nonpublic, it is a struggle for the independ-
ent institutions as well, as costs have continued to rise, and finan-
cial aid has not kept pace. And budgets across vhe Nation in 30
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States last year were cut in higher education on an average of 4
percent, so Government is taking a step in the other direction to
reduce its support.

Much of it is being passed on—much of the impact is being
passed on to the parents, and I know for the independent sector in
New York State, they Lave gone from $100 million or so in unfund-
ed student aid to $500 million in unfunded student aid, in many
respects robbing Peter to pay Paul to go to college.

It is a tough one to deal with for our part, from the coordinating
board’s level. We are asking public and the private colleges to look
at the issue in a way that cuts the cost because the States are not
going to continue to be able to provide huge subsidies to provide
the costs for higher education.

Ms. CooLIDGE. On the last two paragraphs of page 2 of my testi-
mony and the chart at the back address what you are speaking to,
and the university of California has calculated that we spend $22
million a year to administer campus-based financial aid right now,
for which we are actually reimbursed less than 10 percent in ad-
ministrative cost allowances.

But we have made several suggestions we think would relieve
some of that administrative burden. If we were not spending that
$22 million on administrative cost allowances, presumably we
would spend it in another area. And we might not have to charge
the students so much. We might not be spending so much money in
what we consider wasteful ways.

The suggestions we have made here would allow juality i stiti-
tions to be excused from certain burdensome and cost.y labor nten-
sive Federal requirements associated with campu»based student
aid. We think we would save some money that way.

If you are looking for cost containment ideas, g have one in-
cluded in our written testimony.

Mr. DursIN. Thank you.

Ms. Fraas, you have addressed an issue thal comes up ail the
time in my district, proprietary schools. I have got to tell you in all
candor, I just don’t know how many beauticians and cosmetologists
we need in my part of the world, but we sure have an abundance of
these schools that provide guaranteed student loans to young
women primarily, but young men as well, to acquire these skills.
There is a great default rate.

1 don't see that many beauty parlors opening, which might sug-
gest that there are graduates who are meeting some unmet need at
the moment. -

In defense, these schools come back to us and say, wait a minute,
we don’t get the best students; we get the folks fresh off welfare;
we get the folks who dropped out of high school; we are expected to
try to resurrect a RIF; we have got a little tougher challenge than
a community college or a university when it comes to education
and, therefore, don’t be surprised at the default rate.

I think that is part of your testimony here, the nature of the
person who is defaulting, the individual going into the system.

The question I have, coming at it from the opposite perspective,
is, What kind ©! measure have you come across or seen that the
product coming vut of the proprietary school is actually enhanced,
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that we are actually snending money and getting results for it,
albeit small results, but, some results?

Are we getting a student from this process, even with the risky
student population and higher default rate, who is going to be
more productive in society? Are there any surveys on that?

Ms. Fraas. No, there are no surveys that I know of.

I feel certain that the proprietary school trade associations, such
as the Nationai Association of Trade and Technical Schools, could
give you some more complete information in that area. There is
very little we can say generally about the outcome of postsecond-
ary education, let alone proprietary education. We can measure de-
grees for degree-granting institutions, but the area of trade and
technological education is a very, very difficult one to get a handle
on outcome..

As you may know, there were some regulations that were issued
several years ago that were quite controversial to control defaults.
One aspect of those regulations was to require vocational technical
schools—that would include community colleges in addition to pro-
prietary schools—to have certain outcome measures to participate
in student aid programs.

Those regulations were later repealed by the Student Right-to-
Know and Campus Security Act, ause the community colleges
said the agproach of the regulations was unfair to them because
the type of students they had and educational programs such stu-
dents pursued did not always result in a degree and that many
community colleges would have, as a result, low graduation rates.

There is a perpetual problem, I think, in trying to deal with the
diversity of postsecondary education and what is supposed to come
out of it and judging whether the Federal Government is getting
what it is paying for.

Mr. DurBiN. I would like to hear your comments on a situation
in West Virginia where, as I understand it, a student basically
came back and said, “I didn’t get an education on this, and I
skouldn’t have to pay.” As I understand it, a court agreed with
them.

Ms. Fraas. I believe the essence of that case was whether the
lender was equally liable as the school—whether the connection
could be made that the lender had a relationship with the institu-
tion.

And basically, the outcome was that the judge said, yes, indeed,
you could make that connection.

Mr. DurBIN. Thank {_(l)u very much, Mr. Chairman.

The CHAIRMAN. Mr. Houghton.

Mr. HougHTtoN. Thank you, Mr. Chairman.

I may be oversimplifying this, but it seems to me you have got
two problems. One: Proprietary schools. You have got control of
your receivables. Either you monitor it, garnish people’s wages, or
monitor the schools. But, it is clear that it has gotten out of con-
trol. We can get this problem back in control. To me, it is a black
and white case.

And two: How much we spend for primary and secondary educa-
tion, graduate education, and vocational education. I remember—
and I am old enough to remember—when the communiti colleges
in New York State were started. I am not sure whether they start-
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ed about the same time as California or not. The whole concept of
the community college, was to give a person a chance to get a rea-
uonably priced education and still live at home. They could then
generate enough income to have the basic economical “nut” to
build on or borrow against.

But now you are saying that community colleges aren’t adequate
that we have to do something more here. And I guess the question
which we all wrestle with is: Should the Federal Government be
far more involved in the education? In other words, should the Fed-
eral Government have the same basic stake in education as it does
in health?

And if the Federal Government has a big stake in education and
in health, should it then assure a job? At what point do we stop?
We have so many conflicting demands placed upon us. What about
the 7 million kids who are really disadvantaged. You know they
are going to get into trouble becase of where they live, because of
demogra&hics and because of their families. Maybe we should put
all cur effort here.

So, there is a broad spectrum of problems that need money.
Maybe you could help sharpen our focus a little bit.

Mr. NoLaN. Why don’t I pick up where we were talking just
before the Committee convened.

One of the efforts that has received widespread support, keeping
the focus on education for those youngsters that are at risk that
you were just describing, is to encourage at the Federal level, part-
nerships between the schools and the colleges and through early
identification of the individuals who need the help, need to know
that their aspirations can be met with higher education at the end,
if they stay with it as they work their way through the school
sysiem,

These kinds of efforts are underway in New York, as Chancellor
Johnstone can concur here. The Liberty partnership effort is one
tS}:gt does that, and really has been very successful within the

te.

But I know that that exists right across the country, building on
' t}fa‘e “I have a dream” foundation approach. That’s unly one aspect
of it.

I still come back to the basic issue of the quality of the education
in which the Federal Government is investin% something on the
order of $17 billion. Until we look at the results of the education
that is provided, then I submit we are not going to know whether
we are investing properly, whether we should be supporting this or
supporting that. And I believe there are ways we can do that, as I
have tried to outline in my testimony.

Mr. HouGHTON. So what you suggest is we do not spend any
more—I don’t mean to put words in your mouth—we don’t spend
moneK on a variety of different areas until we know the essence
and the quality of the specific program?

Mr. NOLAN. I am not talking about size of the investment at this
juncture My colleagues are well-positioned to do that.

What I am talking about is that in many cases we know what
works, we can build on successful experiences. What we know isn’t
working is the assessment of quality right now, just witnessed from
every different vantage point that we can get. And I think until we
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make that effort to assess the quality, we are not going to know
where to invest the best.

Mr. HouGHTON. So do you agree with me or not?

Mr. JOHNSTONE. 1 thin{ you should say no.

Mr. NoLAN. I am getting mixed signals. I will go back—simply
put, we need to invest in those youngsters at risk. I think we have
got some specific proposals for doing that, but in the greater con-
text of L.ow we protect Federal investment in higher education that
we &re talking about this morning, I think the very key element is
how we assess the educational outcomes of the variety of producers
of education at this point. '

Mr. HouGHTON. Let me try to put that in other words, that if a
school is providing a quality education—by whatever standard you
chuuse to use—tests or samples that you make, it should be sup-
ported in a different way by the Federal Government through en-

anced programs or whatever other supports you have?

Mr. NovLaN. I favor an enhancement of the Pell grant program. [
favor targeting it to the middle income. I don’t favor the targets
that have been outlined by the Administration. But those are dif-
ferent questions, and those are questions that really need to be de-
veloped. .

My point is if we keep tinkering around the edges and avoid the
central issue of whether or not the educational experience is the
one we want to iavest in, then we won’t know the answer to that
very basic question.

Mr. HouGgHTON. Any other comments? Could I just continue a
minute, Mr. Chairman? Any other comments?

Mr. JouNsTONE. I think I might give a little different answer.

My sense is that it is easy in this world and perhaps easy in this
city, in the case of higher education, to overestimate the relative
importance of what the Federal Government does as opposed to the
State government. For me, what is dgne out of Albany is over-
whelmingly more important than what happens in Washington.

But the Federal role to me is very clear, somewhat narrow, terri-
bly important, and has to do overwhelmingly with access and with
providing minimal financial assistance to students who I think
would be otherwise unable to attend even with the subsidized
higher education that we provide in SUNY, and that my colleagues
elsewhere also provide.

I don’t think the Title IV programs are broken at all. They have
not kept up with the increase in rosts, and I think, therefore, that
they need to be enhanced. I think it is time for that. But those who
feel there is some fundamental misalinement, that we are on the
wrong course, that it just doesn’t work, I believe are incorrect.

We have chosen to continue a substantial reliance on parents
more than any other country. We have a substantial reliance on
students themseives, both through loans and through work, more
than any other country. I think arguably too much, but I think we
are up on t.n edge which is still doable.

Beyond that, we rely on the Government, public sector, State and
Federal, and the current rough balance between a basic need-based
grant program that we call Pell, a variety of loan programs and
some work study, is an excellent general framework
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It got eroded in its role value over time, and that erosion was ex-
acerbated by what is a difficult problem, the problem of the propri-
etary sector, in that most of the increase in the Pell grant total
amount went into the proprietary sector.

It is not necessa:ily wrong, but I think that is a difficult thing
the Government has to deal with.

Mr. HoucHtoN. How you would conclude that?

Mr. JornstoNe. How T would conclude is that you have basically -
a workable and effective system in Title IV, the Pell grant portion
of which has been allowed to erode over the years and needs recov-
ery, and I think also needs the certainty, I would like to say, of
some day being an entitlement.

Mr. Houguron. Dr. Nolan.

Mr. Noran. I agree with that, and my testimony points out that
Title IV cor:frises about 20 percent of all public support for post-
secondary education in the Nation, with the other 80 percent
com:ng from the States.

Mr. HougHtoN. Ms. Coolidge and Ms. Fraas.

Ms. CooLipGke. I think the point you may be driving at is some-
thing that we in the traditional sector of postsecondary education
worry about. If the Federal Government targetted every kind of
Federal aid only on the highest risk students, that many of these
students go to proprietary schools, some to community coll%ge, but
many to proprietary schools, and that students in the traditional
sector would see very little of Federal support.

So we are—I am very sympathetic to the testimony given by Dr.
Nolan, that before the Federal Government does more, they need
to really figure out which schools students should attend for qual-
ity education. The Federal Government shouldn’t give morey to
students who attend schools that do not offer genuine educational
experiences. ‘

5. Fraas. I think that the biggest issue you face concerning
Title IV stability has been the effect of the proprietary school stu-
dent use of the aid programs over the last few years—especially
the effects of such use on the loan programs, but also on other
types of student aid. That is as much a general program integrity
issue as it is an issue specific to that particular sector.

I think the bottom line is that the programs were not overseen
the way they needed to be; and some people got into the program
who should not have been participants. There appears to be a lot of
blame to go around for this that even the Administration will
accept.

Schools have gotten into the programs that I think even the pro-
g{rietary school lobby groug rather freelf' admits should not be.

ow you can really judge e ucational quality is what the reauthor-
izing Committees are going to be dealing with over the course of
this Congress when they are considering the reauthorization of the
student aid programs.

Mr. HoucHToN. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Houghton.

Let me ask Dr. Johnstons, if I could, we focused on student aid,
but if you were to combine, look at the research money that has
been provided by the Federal Government, if l‘ky:ou look at your over-
all budget, what percentage of that would be Federal?
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Mr. JonnsToNE. Well, we would give an answer that would be
impacted partly by the fact that I have the community colleges,
fourth-year colleges, as well as research universities, different base.

I suppose it would be—I have really got to guess here—in the
nature of probably 20 to 30 percent, but that is a very rough guess.

The CHAIRMAN. Is that true for the University of California?

Ms. CooLipGe. I think it is similar. We do know that 55 percent
of all the student support we administer, including Federal re-
search and science grants and so on, 55 percent of student support
is Federal.

The CHAIRMAN. Well, as nlways, it is a question of where you
draw your resources from, and the reality is that resources flow
from both the State level as well as the Federal level. The Presi-
dent, interestingly enough, has made the decision that education is
important from a national perspective.

The whole issue of Education 2000 and the goals that are being
established are goals that are being established at the national
level for the country nationwide, even though I might quarrel with
the fact that he doesn’t provide any resources for it, but obviously
he is prepared to discuss national goals.

So there clearly are some national concerns about what is hap-
pening with education and the level of investment that needs to be
made with respect to that area.

I don’t think we can just stand aside and tell you you ought to do
a better job and not at the same time be part of the partnership,
and probably partnership is the best way to say it. Clearly we do
have a responsibility to be a partner in this process.

And so the issue then becomes, if we look at the period between
now and the year 2000, from a higher education point of view,
where should we, in developing budgets between now and that
point, where should we target our resources?

I guess what I would ask each of you is, If you had that opportu-
nity to design, where would you target our Federal rescurces in
these areas? .

Ms. CooLinge. The model that I describe today at the University
of California involves the heavy subsidy at the bottom in the form
of Pell grants for the neediest students.

However, as most of my testimony was dedicated to advocating a
broader band than is currently the case under Federal methodolo-
gy, and with a sliding scale, with the combination of grants and
loans for somewhat less needy students, and at the top of the Fed-
eral scale we would see people receiving loans with minimal subsi-
dy. So that sort of range seems to us to make a lot of sense,

Obviously, the work study program is also a subsidy. If the range
wvere extended, the University of California students would benefit.
In California a family earning $20,000 or $21,000 would be ineligi-
ble under the Administration’s proposal for a Pell grant.

The secretary in our office earns $21,000, two children, single
parent, lives in a marginal Oakland neighborhood, does not own a
car, and her son will not be eligible for a Pell grant if we adopted
the Administration’s proposal. It costs $11,000 a year for total
costs, fees and living, to go to the University of California.
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It is not reasonable to expect that family to send a youngster to
the University of California with no subsidv, no grant support,
even with some subsidized loans. That is too extreme.

So in terms of targeting, we do want to see this band enlarged
and we want to see the heaviest subsidy at the low end. But we
want to call to your attention the fact that poverty takes on a very
different face in different places. '

The CHAIRMAN. So between now and the year 2000, if you were

to say, what is the most important thing the Federal Government

.could do in terms of higher education, and let's put the research

element to the side for a moment, because 1 am sure you would say
“please” on that one too, but let’s just put that aside,

'f you were to say, what is the fundamental mission that the
Federal Government has, it would be to adequately fund Title  AY
assistance programs that are in place.

Ms. CooLipGE. That is right.

The CHATRMAN. And I would assume also, properly enforce those
areas 5o that we don’t have these runaway default problems that
confront us. Is that a fair statement?

Ms. CooLipge. That is it.

The CHAIRMAN. Does anybedy disagree with that?

Mr. JounsToNE. Well said, sir, very much. It is consistent with
my sense that this is not a fundamentally broken system.

You used the word partnership. One of the things I do is study
financial aid systems in other countries. I recently came back from
a conference in London where the Danes and the Australians and
the Japanese and others were there, and one thing that is just cate-
%orica ly true of the American system is that of the four conceiva-

le parties to the cost, tuxpayers, parents, students, and donors,
there is no question but that the American system, for good or ill,
maximizes all of the nongovernmental sources. In that respect, we
are the envy of the whole world, which is otherwise enormously de-
pendent on taxpayer sources.

We maximize student contributions, and I think we maximize
philanthropic contributions. That should be, 1 think, some comfort
to you.

; he CHAIRMAN. In an issue area where there is very little com-
ort.

Mr. JouNsTONE. Maybe it should be a warning to you if you want
to relieve the taxpayer obligation.

The CHAIRMAN. Let me follow up on that. And 1 think there will
continue to be, narticularly in California now, it is, you know, with
the $14 billior shortfall and the need to increase additional taxes, I
think we are going to run into more and more resistance among
more and more taxpayers. New York is probably following the
same course. More and more resistance among more and more tax-
payers who are going to say what is going on, and where in fact are
these funds going.

And what 1 see happening is that—and I have resisted it to some
extent over the last few years, but I also think that if we are ever
going to restore our credibility to some extent, you are going to say
to somebody, we want you to contribute higher revenues, you are

going to have to commit to those individuals that those revenues

are going to be used for very specific purposes because I don’t think
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they trust us in terms of throwing it into a big pot. And that is a
legitimate concern. , '

One of the arguments around here is, for example, that the gas
tax ought to be used to essentially fund infrastructure improve-
ments in the country, expand that in highways, mass transit in
other areas. Do we need the same kind of dedicated fund with re-
spect to education? _

I guess the Majority Leader suggested yesterday increasing cor-
porate tax to provide kind of an incentive for productive students
or for students that perform well. I probably would go beyond that
and say, if you take somathing like the corporate tax, we have
CEOs here talking about the importance of Head Start prograrns,
the importance of trying to develop that base education. .

I guess what I would do is raise the question, maybe we ought to
take the whole corporate tax and commit it to education resources
or to children in this country, because admittedly children are an
important investment for business in this country. Does it make
some sense?

Mr. JounsTtoNe. I recently had a conversation about this with
some Members of Congress and the American Council on Educa-
tion. On one hand it is tempting, particularly when those asking
the question seem sympathetic to education or higher education,
and we might well be the beneficiary of a dedicated source.

As an economist, I think I have got to say it is bad public policy.
I would be hard-pressed to say that higher education has any great-
er claim on the corporate tax dollar than does public health. So I
would prefer that we cast our lot and win your support or lose it on
the basis of available resources, and the importance of our claim on
the public dollars.

Mr. NoraN. Well said.

Mr. JounstoNE. That is a very personal view, I will sey. Some
mz'aly disagree with me.

he CHAIRMAN. I should have known better than to ask a bunch
of academicg——

Mr. NorAN. Where to get the money?

Mr. JounsToNE. However, sir, if you come up with it, we will find
a way to spend it. :

The CHAIRMAN. In the meantime, we will continue to battle over
resources, obviously, and maybe that is the nature of the system. I

ess what I am looking at, this country being in a position where
it can really compete with the world, and if we are going to do
that, we have to ~hange business as usual in some of these areas.

Mr. HouGHTtoN. If I can interrupt, Mr. Chairman, there was a
study done by the dean of the faculty of Arts and Sciences at Har-
vard that indicated that two-thirds of the best universities in the
world still reside in this country.

The CHAIRMAN. Well, as a matter of fact, all three of my kids
have gone to the University of California so I have a prejudiced
view toward public education in this country, and particularly the
public university systems. I think they are extremely important.

In your testimony, you have covered, Ms. Coolidge, the problem
with the Administration’s proposal on Pell grants, and I share that
concern. While I appreciate their need for targeting, if it were a
question of targeting and then saying to the students in families
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earning $10,000 to $30,000, we have got another area of assistance
~ here that we ought to focus on, the middle-income student, and
frankly I think it is baloney to talk to $10,000 to $30,000 family
income .as being middle income in tkis country. That is struggling,
heavy struggling at that rate in terms of what you have to pay and
your ability to raise children.

My concern is that what they have essentially done is targeted it
and basically cut back on the others, so what you are essentially
doing then is stripping away any kind of support system for those
in that category. And I think those are the ones we have to sup-
port, mainly because I don’t think you could sustain a Pell grant
program that is just targeted at kids under $10,000, politically. It is
a little bit like the school lunch program. The fact is, you really
need to broad base it.
~ Ms. CooLipGE. When you were out of the room, I did mention,
after I heard your questions of Ted Saunders yesterday, I called
our office and we have calculated that 42 percent of the dependent
undergraduates at the University of California would not be eligi-
ble for the Pell grants they are getting today, and that we would
exclude from eligibility that amounts to almost 10,000 students;
9,300 I think is the figure.

The CHAIRMAN. Every time you raise that tuition, it « esn’t help
me, either. So I understand why you are doing it.

Thank you all very much. I appreciate your testimony, and I
really do appreciate your guidance on this issue. Hopefully we can
try to provide some better guidance with respect to what we need
to do in the remainder of this decade.

The next witnesses are Hon. William Brock, who is Chairman of
the Secretary’s Commission on Achieving Necessary Skills, U.S.
Department of Labor; and Hon. Roberts T. Jones, who is Assistant
%ecbt;;atary for Employment and Training, U.S. Department of

abor.

Senator Brock, nice to see you here. You may read or summarize
from your testimony, as you wish. '

STATEMENT OF HMON. WILLIAM E. BROCK, CHAIRMAN, SECRE-
TARY’S COMMISSION ON ACHIEVING NECESSARY SKILLS, DE-
PARTMENT OF LABOR

Mr. Brock. Thank you, Mr. Chairman.

I really appreciate your interest in the subject. Listening to the
previous conversation, we are in much agreement on so many
areas, but if we don’t start paying attention to the children of this
country, the old folks that are getting the increases are going to
find nobody paying for them.

This is the dumbest single skewing of priorities we have done in
200 years. And it is not wrong to help the old folks. It is just crazy
to ignore our kids. That is what we are doing in this countxg'.

I want to read to you one short paragraph of our SCAM:S report,
because it snells it out pretty clearly:

More than a half of our young people leave school without the knowledge or foun-
dation required to find ant{ hold & good job. Unless all of us work to turn this situa-

tion around, these young people, an! those who emplnry them, will pay a very high
price. Low okills lead to low wages and low profits Many of these youth will never
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be able to earn a decent living, and in the long run this will damage severely the
quality of life everyone hopes to enjoy in this country.

: We have got some choices to make in this country, and the

lfnghtemng thing is we are making them but not doing it conscious-

y.

We published last June a report, and in this we came to the con-
clusion that the United States was choosing to compete with the
world on the basis of low wages rather than high skills and high
wages. That is a terribly dangerous choice.

hen I was at the Department of Labor and ‘ve did our work for
the 2000 study, we laid cut three scenarios. I hate the word, but we
have to do like the Congress in this town, so we lay out these
choices: A low-growth path, a buse path, and then a high-growth
path. And we came 10 the conclusion in both the America’s Choice
report and the SCANS Commission that we have chosen since 1985
the low-growth path.

As a matter of fact, you can't even argue for the high-growth
path, because we have n 80 inadequate in our performance in
the last 6 years that we couldn't achieve the high-growth path
under the most optimistic of assumptions. That. is just out of the
window now. That is gone. The best we can do is t» achieve the
base scenario of averaging 2.9 percent over the 15-year period.

The point of this is that unless we change what we are doing,
both in the school and in work, and I want to emphasize “and in
work,” we are going to continue to walk d>wn the low-wage, low-
skill, low-growth path. These kids can rightly say to us, we don't
understand why we are being taught science and math and English
and geography because we don’t see how it relates to the world of
work. But even if we did, the kind of jobs that you are offering us
don’t require us to think, and most businesses, don’t require us to
have very high skills.

Businesses are spending a lot of energy complaining about educa-
tion in this country, but business are doing precious little to draw
upon the real talents that workers could bring. So the kids are re-
sponding to a message, and the message is real clear. It doesn’t
matter whether you stay in school or not. It doesn’t matter wheth-
er you have got a high school diploma or not. It doesn’t matter if

ou work hard, if you exercise some self-discipline, because nobody
18 going to evaluate those qualities. When you come to work they
are going to say, are you reliable, will you show up on time, and we
will try to train you to do low skill jobs, because we are still trying
to compete with the rest of the world on the basis of holding our
wages down rather than improving the skills of our work force.

I think that is dumb. I think it is dangerous and dumb, both.

So what we did with our commission was to take a look at what
we would like to be as a country. We looked at our best firms and
said, “What if we were all trying to provide those kinds of jobs;
what skills would they be required to have?”’ Ara by high perform-
ance, we mean businesses that are relentlessly committed to qual-
ity, to customer satisfaction, to just plain excellence, to building
the quality in on the front end rather than having a lot of quality
inspectors at the end of the line.

nd when we looked at that kind of a workplace, which is orga-
nized horizontally, not much management, you save a lot of money
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by getting rid of all those quality inspectors and getting it right the
first time.

If you draw on those skills of workers, what are the competencies
required? We came down to two basic categories. First, there are
certain foundation skills that can be taught. I guess the first thing
we asked, Are these skills that we can define? Second, can we
teach them? And third, can we measure them? And if we came to
the conclusion, yes, in all three, then we would propose them.

The foundation of any competencies were fairly, 1 think, com-
monsensical, but they need repeating because we still don’t teach
them. Of course, they include the three Rs, but they also include
the ability to listen, which we don’t teach very well, if at all, and
the ability to speak, because you have to communicate with fellow
workers if you are going to work as part of a team. They include
thinking skills, creativity, decisionmaking, problem solving, and
they include very important personal qualities such as individual
responsibility and integrity.

If you have got those foundation gkills, then you can begin to
work on what we call the five basic competencies that were identi-
fied by workers on the line, as well as by managers that we talked
10 over the last year. These are the ability to allocate resources, to
work ith others, to use information, to work with systems, and to
use technology.

I don’t want to go into any more detail than you want to, but %o
emphasize the point, what we are saying is that it really doesn’t
matter whether you want to be a professor or a plumber or a psy-
chiatrist or ai. auto mechanic or a bank teller. You need these com-
petencies i . whatever you are going to do. And there is no reason
they can’t be taught as a part of the normal curriculum of any
school in the United States, as a part of the curriculum. You can .
teach English and human relations at the same time, or the ability
to listen.

I guess to sum up, then, we need to restate a few fundamentals
in this country, and one of the fundamentals we seem to have for-
gotten is that our front-line workers are our most important asset.
We can’t compete with anybody else in the world if we have a low-
skill work force. It is very straightforward.

And it is crazy to think that we can put all our emphasis—we
were talking in the previous panel about higher education. You .an
educate the top 30 percent of this country until hell freezes over
and they can’t carry 70 percent on their back. They are going to
have a declining standard of living unless we do something about
the 70 percent, and that is where we can do some real fundamental
things that work.

So that the first step is to tell educators something we haven’t
told them before, and that is how to prepare kids for the world of
work. Ask any teacher how to prepare a child for college, and they
give you an answer that is right. Ask any teacher how to prepare a
child for the world of work, and you either don’t get a good answer
or you don’t get any answer at all. Because we haven't told them.
It is not their fault; it is nurs.

We keep coming down on the teachers in this ccuntry, but we
are not sending the teachers or the kids a clear message. If we can
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cquxlvince teachers that they can teach these competencies, they
will.
Our kids need to understand one other fact and that is that there
is dignity and opportunity in noncollege careers. There is nothing
wrong with choosing a different career path. If we can put the kin
of emphasis behind the 70 percent that are not going to finish col-
Lege, the 50 percent that are never going to go, ihis country can
um.

There is no limit to our ability to compete. But today we are
doing a terrible job, an abysmal job. We have the worst school to
work transition of any nation that we have studied in the industri-
al world. And that is a very dangerous situation to allow to go un-
attended. Thank you.

[The prepared statement of Mr. Bro. may be found at end of
hearing.]

The CHAIRMAN. Thank you very much. I appreciate your testimo-
ny. Mr. Jones. .

STATEMENT OF HON. ROBERTS T. JONES, ASSISTANT SECRETARY
FOR EMPLOYMENT AND TRAINING, DEPARTMENT OF LABOR

Mr. JoNgs. Thank you, Mr. Chairman. And 1, too, appreciate the
opportunity to be here with you and also with Secretary Brock.

t me just summarize. We will submit the statement for the
record, adding a few things including perspective. The reason the
Department and former Secretary Dole and Secretary Martin have
been so concerned about and engaged in this issue perhaps goes
one step further than Mr. Brock’s explanation of the competitive-
ness and productivity issue. It goes to a very personal and human
concern, that as we began to learn about these work modalities and
the way American businesses were competing and the growth of
changes that were occurring at the workplace, we also began to
take a look at the hiring and selection systems that were going on
inside these companies.

And one began to find out that the original thesis—that no
matter what your education level was, if you could et a job and
were willing to work, you could survive: in this system—simply
wasn’t true. Employers are now selecting people based on a series
of skill screens that haven’t been artichated and haven’t been
built into the school system or into the American psyche, the
family, television, or any place. That begins to get people to begin
to appreciate that someone changed the rules.

The Commission was put in place not as a typical Washington
Commission, to go out and write up another 85 recommendations to
be put on a shelf in the hope that somebody would read them some
day, but to simply examine with some level of assurance what was
taking place in the high performing vork areas of the country,
what the implications were in terms of hiring patterns and screens,
and what that meant to people and to schools and to employers.

The presumption from day one was that the Commission’s report
was not a Washington report. Secretary Brock and Secretar
Martin spoke svecif.cally and made clear recommendations that 1f
this report was to have value, it was to provide a nexus in a local
community; for business people and educators and parents to deter-
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mine whether that school system in fact was bringing young people
out at a level that allowed them to succeed in the workplace. You
can’t do that at Washington roundtables. This dialog occurs in the
communities.

From the beginning, the purpose of this report was not only to
complete and publish it, but to start a round of discussions
throughout the country, in local communities, with business orga-
nizations, with unions, with educational systems, and a variety of
other organizations, to facilitate an examination of the skills de-
m~nded in those businesses and those taugnt by schools, and to de-
tesmine whether the two are out of sync.

The report has been widely supported and has received some odd
criticism. One of the criticisms that seems to come up is whether or
not the school aystem should in fact have culpability for the kinds
of competencies that Mr. Brock has outlined.

I think it is imperative to understand, as the Secretary has just
indicated, that we are one of the few countries of the world that
doesn’t have a formalized school-to-work transition system. We
graduate people at 18, not 16, and we hope that after 18 something
good happens. A few end up in the college-bound system you were
discussing earlier, and the majority arrive at a workplace ultimate-
ly through all kinds of helter-skelter paths, but through no one
structured system.

The answer to the question is relatively self-evident. In this coun-
try, we have only one place to transmit work-related competen-
cies—in the secondary school system. One way or the other, we
expect that system to do the job and we expect young people
coming out of it—whatever their citizenship, preparedness, or their
opportunities for other training and education—at a minimum to
be prepared to step into the workplace and to succeed. So either we
need to deal with traditional school systems, or we have to be will-
ing to begin to examine its implications for a gchool-to-work system
in this country.

1 would like to also point out that we have been carefully exam-
ining these issues around the world. It is important to know that
the SCANS competencies, as argumentative as some peo le might
find tliem, are in fact precisely the com tencies being dealt with
by every other industrialized country. The changes that are occur-
ring in the workplace are not just occurring in American work-
places. They are occurring in Japan, Germany, and every other in-
dustrialized country.

Technology, work modalities, and methodologies, and the abilit
to compete, affect all of those countrics. They are all dealing wit
the same issues. The European communities put out a report that
lists skills that have to inculcated into the basic education
system, and they include all the SCANS competencies.

The only difference is that the countries have an option. "hey
can put these skills in the basic school system or into the “dual
system,” which is a school-to-work system. We now only have the
one option—the traditional school system.

The point is, that definitions of the competencies themselves are
coming from the workplace. They are in fact being effectuated as
hiring screens, whether we like it or not. They are facts. They are
real. These skills impact the lives of every young person in that
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school system and their ability to step up and move into the work-
place. And we have to deal with them.

Furthc~more, in this country we have to deal with them locally.
And tha. is why for the next few months we will be- moving
throvghout this country to spread the SCANS message. The Secre-
tary has already traveled throughout the country, with the Com-
missioners, holding meetings to start the process. We also have a
formal system to go into every local community we can and bring
people together to examine the issues and make their own determi-
nations in their own school systems.

Whatever the outcome, Secretary Alexander and Secretary
Martin have both pointed to the fact that as we come to grips with
the standards and the tests for national norms for high school
graduation in this country, it must be based in part on the relevant
competencies that allow people to successfully enter the workplace,
in addition to the other academic standards ti,nat we set.

We thank you for your interest and su%;d)ort, and we hope, since
we have transmitted this report to every Member of Congress, and
all of your State people, that we can encourage you to join with us
in getting people to address these of issues. Thank you.

[The prepared statement of Mr. Jones may be found at end of
hearing.] ,

The CHAIRMAN. Thank you very much. Let me ask, when you
interviewed the firms ‘you talked to, for example, I am aware of the
fact that Motorola, afie a lot of interviews rejected a huge per-
centage of those applicants, is that—what happened with Motor-
ola—something you 1 finding with other firms in terms of rejec-
tions that are taking place because of skill inadequacy; is that
something you are seeing around the country?

Mr. Brock. I wish I had it immediately at hand, but one of the
firms that we looked at had . ablished an appeal for workers, and
they had had something like 15,000 who ha applied, and had they
finally got through their screens, something between 500 and 550
were qualified for their entry-level positions. These were pretty
basic entry-level positions. So that is between 3 and 4 percent.

You hear that in every section of the country. You hear it time
and time and time again. It is not an isolated case. It is occurring a
lot these days.

Mr. Jongs. If I might add, there was a precise example that
s&xeaks to your question that stunned us. When we looked at Motor-
ola again, not just at their work modality but at their hiring
screens, we found that a blue collar worker in their manufacturing
line goes throuih a 5-day s reening process to get hired.

When we took it apart, two of the days are basic things you and I
would understand. The other 3 days were designed specifically to
determine whether those people could work within the structure of
a team, had the ability to make analytical decisions on their own,
took responsibility, and were willing to work the hours, if neces-
sary, ou their own decision, not on some manager’s. There was a
whole series of things Motorola did to sort through these other
competencies. And I don’t think anyone knows that. When we
asked Motorola, “Have you taken that to the school system?”’ The
answer was “‘No.”
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Mr. Brock. Nobody has told the schools.

The CHAIRMAN. If you take an industry like Motorola, I assume
that work-lines and the technology of work-lines is becoming a lot
more sophisticated just by the nature of technology and how it de-
velops. Is it your feeling that if you were to take it back 20 years
and have General Electric doing the same thing, that they would
have run into the same problem at that time?

I guess what I am trying to say is, in part, is it the problem that
the industries that are providing these jobs have become more par-
ticular in terms of the workplace, or are we really seeing a deterio-
rating work force in terms of its abilities to handle those things?

Mr. Brock. You are seeing both. There is a qualitative change in
the workplace that is ongoing. It is occurring in the more advanced
companies, Motorola, firms like that that have had to face very
tough international competition and have had to change the way
they work or they were going to’ fail. And they were very frank to
tell you they were not going to make it. .

Part of the problem is that we are not just talking about a differ-
ent technological world, although technology has changed. We are
talking about a global, competitive world. A business in Taiwan or
Brazil can buy precisely the same equipment or technology as a
business in the United States.

The way you produce, the way you enhance your quality—there
is an automobile plant, I shouldn't use the name of the company,
but there is one that has a marvelous reputation in the world, but
they have more workers at the end of the line correcting defects
that they have on the line, because they will not put out a bad
quality product.

But that says something about the way they run the front of the
line, doesn’t it? And what is happening is that businesses are find-
ing out, they can’t survive in a world like that. They have to
change the way they organize the workplace and, yes, technology is
driving it, but so is global competition. The combination of the two
is putting a very different kind of pressure on business.

And one of the most interesting things that occur is that one of
our business people who is wonderful and eloquent on this subject
says, you know, if I had thought about these questions 10 years
ago, I ' wouldn’t have come up with these answers.

We have changed radically in just these last 10 years. I would
not have known what I know now.

The CHAIRMAN. What is it in your studies that educators are fail-
ing to do in terms of——

r. Brock. They are not relating what they are teaching to what
happens in the world. They are not making that connection. They
haven’t been told that you can make the connection, and here is
how. That is what we are trying to do with this particular report.

It is fine to teach math. It is fine to teach how to add a column of
numbers. It is utterly irrational to think that makes any difference
to anybody if you can’t go out and read a bus schedule. That is
what is happening. We are not making the connection. And our
kids, therefore, in large measure, are bored silly.

And frankly, because parents aren’t getting the message that it
makes a difference, they are not involved, and parental involve-

¢

5J




7

n'}xlqﬁi; is ‘still the most important single element in a successful
child.

So all of these things have come to bear on a system that prob-
aply is busting a gut to do right, but they haven’t been told what
right is. All we tell them is to do better. We haven't told them
what that means.

The CHAIRMAN. Do other industrialized countries make that con-
nection?

Mr. Brocr. Yes. There really is a difference. Mr. Jones men-
tioned it. They have twe different systems side by side that allow
them to say, if they are academically inclined, you are going to
start on an academic track, do what the United States does, and
that is fine.

But they worry about the rest of their kids. We don’t. We just
say, if you are not going to follow an academic track, you are prob-
ably a little less than everyone else and we are not going to pay
any attention to you. :

very other industrialized country, in all cases, by the age of 186,
they have offered them some choices. In come cases it is a work
study program, in other cases it is an apprenticeship, in other cases
it is a technical institute kind of education or a community college
education, but they offer them caoices by the age of 16. We don't.
We simply don’t make any such connection. .

What t e{' are also doing is saying, we will show you what those
choices imp J' We will give you some sense of what happens to you
as an individual if you make this or that choice.

We, in effect, say, everybody ought to go to college, and if you
don’t, we really don’t seem to think you are very important, we are
not going to pay any attention to you. We have no alternative pro-
grams.

The CHAIRMAN. Let me ask you, both of you are at the Labor De-
partment. We have a lot of programs that are supposed to pick up
the gaps. We have got things that are supposed to deal with that.
Are those programs not serving that function?

Mr. JonEs. I disagree just a little bit, Mr. Chairman. We have,
from a Federal Government standpoint, JPTA, JOBS, and a
number of other major programs that are all designed to help the
disadvantaged at the bottom make the connection up to the first
rung of the job ladder. Then we have this enormous system of
higher education that we are very proud of, and we should be.
What we don’t have is anything in the middle.

There is a phrase here I would like to just put on your table that
quantifies Mr. Brock’s explanation. “Coniextual learning” is what
this is about. It is about bringing math, reading, and other compe-
tencies that are important in the workplace into a real-world learn-
ing context. It is not simply teaching a mathematical table, it is
teaching mathematics in a workplace context.

Now, the Europeans, again, have options about where to provide
this contextual learning, and that is all they are ar uing about.
They are not arguing about what skills are necessary. he{:l are ar-
guing about whether these skills should be taught in the basic
school curriculuza—which tends to be much narrower and basic
than ours because it is the base only—or whether they should be
taught in the dual system that follows. Students can go into a
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work-school combination program for about 3 years in most coun-
tries, where they can, in a context, learn better math skills, better
reading skills, and team-work skills.

In those countries, you don’t get an F for workin, with the kid
next to you—you get support and build gkills around working with
others. This concept of contextual learning, to answer your ques-
tion, is not in our basic education system, ana therefore, since we
don’t have anything else, it doesn’t exist. There is a void.

The CHAIRMAN. You look at what drives these things and obvi-
ously, there was a time in this country where you had the industri-
al revolution, even within the last 25 years, when you have an
economy that is pushing and there are lots of jobs out there, people
don’t quite have to fight these issues so much because the jobs are
there and you are getting people into it, and frankly, blue collar
jobs were not bad jobs.

That is what made the middle class in this country, is the ability
to work these jobs, draw a decent salary. In the last few years, blue
collar jobs have taken a big hit. So we either go to the service side
of the equation or try to drive everyone into the while collar jobs.

So the nature of the marketplace, to some extent, now requires if
we are going to be competitive, you almost have to do the kinds of
things you are talking about, because you are talking about heavy,
heavy.competition out there with countries that are doing this kind
of focus and contextual training, and we have not—we haven'’t ever
had to compete in that kind of situation. I think the things you are
saying are absolutely true in terms of the focus that we neeg.

r. BRock. One of the most interesting statements tha’, struck
me like a two-by-four, one of our business ple said, I can’t afford
low-wage workers. Isn’t that wonderful? It really says something.
The more you say it, the more you think about it, the more it says.

He is absolutely right, of course, but we are not thinkin% like
that in this country yet. We are still trying to fight the wage battle
as if the worker were an expendable item instead of the front line
of our defense. And that is upside down.

I want to stress something that I tried to say in my opening, and
that is, when we are talking about the SCANS work here, I really
want to stress that we do think we need a modern workplace in the
school. In other words, I want the schools to be as good as business.

But I am also saying that unless most of our business begin to
adopt the modern workplace, thev are not going to make it. And
this country is going to be desperately in trouble. So the workplace
has to change just as much as the school does. It does no good for
business to complain about education unless business is willing to
change. It takes both.

The CHAIRMAN. Let me ask you from a policy int of view, and
ou have been here, and what we can and can't do, but if you were
ooking at, you know, what in fact, you know, the Congress and the

Ad:uinistration can do in this area to better focus our resources on
whut you are talkiniabout, what would that be?

What would be the most important thing we could do at this
level with the policy decisions that we have to make at this level
that could in fact make the changes you are talking about?

Mr. Brock. In the America’s Choice report in the Commission on
Skills, we suggested that we target everything to the age of 16 in
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this country, because that is when kids can legally leave school,
and frankly a lot of them do. And if we prepare them to be globally
employabie by that age, then we have given them their best oppor-
tunity.

We have said, if they meet what we called a certificate of initial
mastery, then let’s offer them a deal, a real deal. Let’s offer them 4
yeare of additional education and training. Whether they want to
go to college or technical school or an apprentice program, that is
their choice. But %live them 4 more years.

Their part of the deal is to pay a l-percent surcharge on their .
income tax for the rest of their lives. Their incomes are going to go
up like a rocket. It wou'd also be a good deal for us, we would start
to make a profit on it in a few years.

But we need to change the way this country thinks about educa-
tion and the relationship of this skill base to our economic well-
being. I guess what I am saying is that I think something like that
would not only be economically logical, I think it would send the
k;nﬂl of signal the country has to send to every paront and every
cuild.

Tn rerms of resources, I think we ought to start taxing firms that
don't train. I think we ought to have a GI bill, if you will, for kids
at 16 that reach a globally set standard. If they can’t make it by
age 16, then they make it by 17 or 18, I don'’t care, as long as they
get there.

We give them 4 more years of education and then we charge
them on a long-term basis, not on a Pell grant. We have got too
much of a hodgepodge that confuses peorle. I want to say one
thing—you were asking about applying all ¢f corporate revenues to
kids. I think that is such an interesting concept. I don’t agree as an
conomist that that is the way to do it.

The CHAIRMAN. Nobody does.

Mr. Brock. But I do tKink that maybe in this country we ought
to start thinking about a consumption tax and how that tax could
be used to do some of these things that we are unable to do today.

I don't think we can continue to burden the income side, the pro-
duction side of workers or managers or investors and compete in
the world. I think we have got to start looking at consumption as
something we ought to provide a little lisincentive to in order to be
more productive.

The CHAIRMAN. Well, thank you both very much. Your testimony
has been very much helpful, and as always, you bring an expertise
from you backgrounds that is very valuable to us.

It is obviously tough, we are facing—we face a myriad of chal-
lenges, as you know. It is the combination of not only constricted
resour-es because of the deficit that we have to deal with, it is also
the societal problems that also feed into this, problems in the
family, the single-parent families thut we see developing from our
societ(i', the problem of drugs, et cetera.

And yet, we either respond fo these challenges so we can com-
pete and kind of regain our destiny of our country or we are going
to watch this society erode badly in terms of the future. I see we
avo at that point where we make the kind of decisions to go with
the kind of things you are talking about, but if we think we are
going to just sit here and tread water, we are going to go down.
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Mr. Brock. You krow what terrifies me, Mr. Chrirman, and I
am sorry to go on, but I hear people say, well, we don’t have any
money so we can’t do anything; or look, Sweden may have a better
school system and Japan may have a better school system, but they
are monolithic, they are all the same color and the same value
system and we can’t do what they do.

Well, I am not sure I want to do what they do, but I am going to
tell you this. We have got to compete with them. But we won't if
we don't educate our children and give them tools to be prodiictive
as human beings, in whatever way we do best. But the idea that
because we have got broken families and drugs and crime and a
culturally diverse country, which I happen to think is a great asset,
but those facts don’t change the economic reality of the world. You
can't let them be an uxcuse or cop-out. We just can’t.

Mr. JonEs. Let me just add one thing. As we look at these other
countries, I think it is important to suggest that maybe their suc-
cesses were based on some very structured systems that are now
their biggest problem.

We may have our problem here, but the advantage we have, that
you get a very clear idea of when you spend time in those coun-
tries, that we have the things that are very, very important.

Our philosophy about people in this country is regenerative. We
believe people can come back and retrain over and over again. In
these other countries, they believe that they are fighting a struc-
ture that doesn’t *vant to change—one they have built. now for 50
years.

You and I may have a problem with a lack of structure, but it
does offer flexibility and the ability to do something, and it is now
very clear that we all know what the skills are and what the issues
are. There are no silver bullets.

Their ability to respond—for a whole set of different reasons-—is
going to be every bit as difficult as ours, and perhaps we have n
greater opportunity than they do.

The CHAIRMAN. 1 have always believed that was our great hope. |
think, had we confronted the Japanese and the kind of socicty they
have, out great asset through the years has always been our flexi-
bility and our dynamic kind of society.

We reully are that kind of responsive society. And that is our
great asset. We just need to make use of that now, because we nee
tc get out of this hole. And that is the problem. We need to resur-
rect that.

Thank you again, both of you.

Mr. Brock. Thank you.

[Additional material submitted for the record followss: |
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PREPARED STATEMENT OF MON. TED SANDERS

Mr. Charman and Merbers of the Committee:

| am happy to appear before you today to testify on the President’s education
policy, and in particular our proposed AMERICA 2000 educatior strategy and our

college student aid proposals.

President Bush has demonstrated a commitment to a strong Federal
leaders 1 role in Amarican education. He convened an historic Education Summit in
1989 with the Nation's Governors at wrich the - articipants agreed that the Federal
role in education is to promote opportunity for ail our citizens and to pursue
excellence in education. As a result of this confu, srica, the President and the
Governors acopted ol six ambitous National Education Goals to be achieved by the
year 2000. And this year, on April 18, the tresident took another significant step by
announcing a long-ter n national stratey /--AMERICA 2000 to achieve the education

goals and to make our Nation "al that # should be.”

Our proposud 1892 Li Igr* of $29.6 billion for the Department - Educatiun i
the largest Feder-al budget ever for education, and includes an increase ut $2.5 billion
ove- our 1991 appropriakion. It represants about b percent of vu. Nation's o
$400 bule  ar sal expenditures for education. It focugsus 11 our highest prioriies:
providing assistuinue tu uiw disadvantaged, those with disabu es, and neady collegy

studena ., « 4 sunporting  varie ¢ of reform and fmprovemant auiviiies,
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AMERICA 2000--An Education Strategy
While our budget, of course, focuses on the Federal responsibility in meeting

the Nation's education challenges, the AMERICA 2000 strategy focuses on the entire
$400 billion that our Nation spends each year un education,

AMERICA 2000 Is not a Federal program. 1t Is a nine-year crusade to
transform American education. It is a complex and long-range plan to achieve the
transformation that must occur State by State, commurity by community, school by
school, and family by family. R is truly a national strategy that involves ali of us-
government leaders, the business sector, parents, teachers, principals, students, and
community groups. This boid new education strategy focuses si1uitanecusly on four
challenges that must be met if we are to close the skills and knowledge gap &l

acitieve the national goals.

The first challenge is to improve education tor today's studends. to make
today’s schools better and more accountable. This challenge is complicated b~ the
fact that while most Americans agree there is a serious problem in education in the
country, too many betiave their own schonis and students are doing fine. To deal
with this, AMERICA 2000 calls for World Class Standards in five core Subjects,
voluntary American Achievement Tests to meas.ire Progress towards those
standards, report cards on performance at all levels, i cluding the school itselt, and
rewards for schools that show significant improvement in student leaming,;

scholarships for needy students who achieve academic excellerice; more and better
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choicas of schools by parents; govorm'academbeforupgradlngmoskmsof
teachers and school leaders; and alternative cartification for teachers and principals.

While these efforts will help improve schools for today's students, the second
challenge is to create, high-performance schools for tomorrow's students, schools to
meet the demands of the new century. To meet this challenge, American business
has established a private, nonprofit corporation, the New American Schools
Development Corporation, Business leaders are doing an excellent job of getting this
effort off the ground. By 1892, the Corporation plans to support aoout a half-dozen
research and development teams. These R & D teams will produce break-the-mold
dnsigns for schools that will help all students reach World Class Standards in the five
core subjects-English, mathematics, sclence, history, and geography--as measured
by a voluntary nationwide examination system, the American Achlevement Tests.
While the R & D teams are at work, the AMERICA 2010 strategy calls for short-term
Federal assistance to enable at least 535 new schools to be created by 1996, at least
one per Congressional district. With this first wave as examples, and with the work of
the Corporation, thousands mora *break-the-moid” schools can be created by the
end of the decade.

At the same time, we also need to focus on yesterday's students--those who
are already out of school and in the workforce. Eighty-five percent of Americans who
will be In the workforce in the year 2000 are already there. Our third challenge, and
the most immediate in terms of our country's competitiveness, is to improve the

knowledge and skills of America's adults, today's workforce. if we are to live and
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work successfully in today's world, we must keep learning, we must go back to
school. We adults must set the pace for our children by becorming a Natlon of
students. To meet this challenge, the Departments of Education and Labor will work
closely with business and industry to define job-related skill standards for our
vation’s industries, and to encourage clinics in communities and workplaces where
adults can have their skills assessed and be referred to education and training
programs. We will also establish literacy resource centers to provide technical
assistance and coordination for State and local providers of literacy services. Both
Departments will work' to increase accountability in our adult oducatlion and training
programs. And this fall, we will co-host a national conference on education for adult

Americans,

The fourth challenge, and one | particularly want to address today, invoives our
communities. For schools to succeed, we must look beyond classrooins to
communities and families, Leaming doesn't happen just in the schools. In fact, on
average, today's young Americans spend barely 9 percent of th.ir first 18 vears in
' ’school. The other 91 percent is spent elsewhere, outsid » schools, in the
communities, and we must improve that 81 percent. Each of our communities must
become a place where learning wil happen. The President has challenged every city,
town, and neighborhood in the Nation to become an AMERICA 2000 community.

Let me tell you a little about what it means to be an AMERICA 2000
community. To earn that dasignation, communitiss must do four things: first, they

must make the National Education Goals their own; second, they must develop a
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community-wide strategy, a plan for reaching the goals by the year 2000; third, they
mustlssuoreponcardsonmokprogrmtowwdmogoab;mdloum.mwmun
agree to create, supyort, and sustain a New American School.

What will an AMERICA 2000 community look like? Each wil be as different as
every American community and the people-in them. Some wil ba rural areas, cthers
will be enormous cities, and still others may comprise just one | ¥ghborhood. Each
community must match its resources to its needs. But they wil ai have certain things
in common. They will all support life-long leaming with involvement in schoois of
local leaders, businesses, parents, and other citizens, as teachers, mentors, role
models, and volunteers. They will al bring about a renaissance of American values,
attitudes, and behavior. Schools will never be much better than the commitmnt of
their communities. The work of creating and sustaining healthy communities where
education really happonscanon!ybopedonmdbymosevmolivehmom: by
parents, f+ ilies, neighbors, and all caring adults; by churches, neighborhood
associations, community organizations, and other voluntary groups.

Congress, of course, is a key partner in this overall effort, and you, as
individual Members, can be a powerful influence in motiviating your own communities

in their efforts to reform American education.
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The AMERICA 2000 Ex:eflence Edycation Act
To help States and cominunities across the country in these efforts, we have
proposed a number of initiatives in our 1992 budget and lagislation.

o We have requested $180 million to provide seed monay for the croation of
the first wave of the New American Scheols.

o To reward elementary dﬂd secondary schools that have demonstrated
progress over three yeers in increasing the number of students who
achleve competence ;i1 the core academic subjects, we have proposed a
Merit Schools program, funded at $100 million.

o We have requested $92.5 tmilion for two programs of Governors’
Academigg-one for curent teachers to enablo them to renew and enhance
their knowledge and teaching skills in the five core subjects, and one for
principals and other school leaders to focus on instructional leadership,
school-based manayement, school reform strategies, and school-levsl

accountability.

o To encourage Statey to develop arki expand flexible ceortification systems to
attract talented professionals with subject area competence or leadership
qQualities, we have requested $25 mi.llion for a program of Atermnative
Certification ot Teacters and Princivals.

ERIC N
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o Becausa real educational reform happens school-by-school, the teachers,
pﬁncipals.andparminoachsdlodmtboqwmmaumomywmdmo
responsibility—to make important decisions about how the school will
operate. We are, therefore, proposing legislation to authonze projects that
focus on student outcomes in exchange for increaged flexibilty in the use
of Federal funds.

o Educational choice Is one of the most important concepts that conm - inities
seeking reform can embrace. Thus, we are proposing three initiatives: an
amandment to Chapter 1 to énsure that these compensatory services
would "ollow the child* wt:o enrolis in a new school or district under a locsl
choice program, a request of $200 million to support and encourage
localities that implement choice programs, and a request of $30 million to
identify approaches that show potential for expanding educatior ol choice.

o To help monitor progress toward the national aoals, we are saeking
authority for regular State-representative assessments by the National
Assessment ¢f Educational Progress in three grades and all subject areas
baginning in 19%4. We also seek to remove the legislative ban on ti:e use

ot NAEP tests below the State level.

Two final initiatives reflect our first legislative successes for our AMERICA 2000
plan, and these are fine examples of what can be accomplished by working together
with Congress ir:  bipartisan fashion. One is the new Education Councils At of

-
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MWMaoatuaumthomdmmmme
ought to spend studying and how that time ought to be used, as wel as & Natonal
Cwndltostudyissuurolatodtoefommmdaandmﬁng. | would
especially note the efforts of Congressman Kiidee—-who is a member of both this
Committee and the Education and Labor Sommittee--in this bipartisan achievement.
Second, H.R. 751, which recently passed the Congress and ls awalting signature by
the President, includas authorization for State Literacy Resource Centers that is very
close to the proposal for Regional Literacy Resource Centers Included in the

President's bill,

Our second major thrust for 1892 s the reauthorization of the Higher

Education Act. As you know, the Departmert conducted a thorough review of al
current HEA authorities expiring at the end of 1991. The Department also sought and
gathered the baest ideas and information from all those concerned about the
challenges that will face postsecondary education during the coming decade--
colieges and universities, higher education associa » 4, State agencies, banks,
parents, and students. As a resutt, three overall themes have guided our proposed
changes to the Higher Education Act: improving access to postsecondary education
for all Americans, improving educational quality and rewarding exceliencs, and

ensuring integrity and improving service delivery in all HEA programs.

Our budget proposals, of cotirse, also reflect these three themes. We would

increase disadvantaged students’ access to postsecondary education, for example,
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!
by targeting Pell Grants to the lowest-income students, and by expanding precoliege

outreach and retention efforts. These proposals reflect the facts that rising college
costs have hit lower-income students particularly hard, and that there has teen a
deciine in the rate of cullege attendance by students from low-income families--whose
behavior is most sensitive to the availabllity of grant aid. Our Pell Grant proposals
provide increased support for all students, with the greatest increased support for the
most needy students (generally, those with family incomes below $20,000) while
maintaining current levels of Pell support for less needy students. We would also
increase assistance to low-and middle-income students by raising the loan limits for
both the need-tested Stafiord Loan program and the non need-tested Supplemental
Loans for Students program. Under our proposals, aid available would meet total
financial need for all students in all income categories at a typical four-year public

college.

To reward individual achievement and improve American leadership in the
sciences, we would support a new Presidential Achievement Scholarship program
and an expansion of the National Science Scholars program. We would also
consolidate six graduate fellowship programs into one flexible authority in ~rder to

focus on the Nation's most critical areas of national need.

In the area of student ioan defaults, the past two budget reconciliations have
made substantial improvements in the student loan programs and have given the
Department much needed authority ‘0 address this issue. Based on this authorily,

the Department last week impiemented a firm approach toward removing high-default
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schools from the GSL program. However, much remains to be done. Our HEA
reauthorization proposals will help to ensure the Integrity of the student loan
programs, and would make a number of changss to prevent loan defaults, improve
collections, ensure tha financial viability of guarantee agencies, and give the States a

stronger management and oversight role.

In summary, Mr. Chairman, we look forward to working with you and other
Members of this Committes and Congress in moving these ide.s forward. | will now
be happy to respond to your questions.
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PREPARED STATEMENT OF SANDRA KESSLER HAMBURG

Mr. Chairman,

My name is Sandra Kessler Hamburg, and I am vice president and
director of education studies of the Committee for Economic Development,
a nonprofit and nonpartisan research and policy organization comprised of
250 of the nation's top business leaders and educators. 1am pleased to
have this opportunity to testify on the nation’s education reform effort, and
specitically on the conclusions CED has reached in its most recent policy
rport on education, .d : \'s

s spment and Education, and its com on IesCAIC £y
"Dact g Education ang Child Deve n-n gelorm. l a?:g:vcleome e
x‘r;vxtanon, Mr. Chairman, to comment on the new America 2000 Education
rogram. '

In 1992, CED will be celebrating the SOth anniversary of its creation
in 1942, when FDR, anticipating the end of the war, formed a committee of
business leaders to assist in mﬁsmheleeon from war to peace.

¢

Among the many policies that devise at that time was the Gl
télg, perhaps one of the greatest education laws ever enacted by the
ngress.

Since then, CED has devoted its attention to those issues that most
affect the long-term economic well-being of the nation's citizens. Although
CED has usually concentrated on the typical range of economic concerns
-- tax and budgqt, trade and monetary and similar issues -- we have
often ventured into the field of education, because we have long belicved
this issue to have significant consequences for our nation's pr uctivity and
competitiveness. ‘

It was for this reason that nearly ten years ago -- well before the
release of A Nation at Risk -- CED's trustees embarked on what has

"¢ The positions taken In this testimony are partially Mon CED’s policy
. ] L_hiig N E pAS ATIL) A PUb

1989), . Investment Stratasias far the Educationald
.'v YR 5 u “.m-mnf'-'. C-haqe .‘Q - "P‘m\'
qm“'m Dpmen nd g vs B3 ' s
Business Impact on Educat . Reform (1991).
However, the views exp d herein are 50 ; he author and in

0 - 0
no way necessarily represent individual CED trustees or their organizations.
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become a series of landmark studies on the role of business in education
fcirm. aken together, thePﬂng two of thescdre orts, Inyesting jn O
4411 [e ! Business ana o ug CHOOIS AN

practical blueprint for restructuring the nation’s schools and meeting the
special heaith and developmental needs of the disadvant ed. These
reports also accomplished something even more significant. Here was an
orgar-ization of business leaders about education and early
intervention as "investments® and looking at social programs in a8 new light
-« nOt just a8 apendln* programs that accomplish little and cnst the

ayer money - but a3 that have real returns which benefit

ety, such as increased participation in the job market, more tax-paying
citizens, and reduced crime, welfare, health, and other costs. This "return

on investment® is the spark that has driven business involvement ever since.

CED is proud of the fact that both Wﬂ and

Ch have had a major impact on education reform. rof
example, Inv in ildren's recommendations on accountability,
"bankrupt” schools, career development of teachers, market-based school
incentives, and school-based mann§ement have been incorporated into
many state and local education restructuring plans. Chil has
led to @ virtual explosion of early intervention initiatives in states an local
communities. At the beginning of the 1980s only 8 states funded preschool

rograms for poor children. By 1990 that number had grown to 35, with 45

aving implemented legislation that specifically addresses the needs of the
disadvantaged. More than two-thirds of the states have taken steps to
reduce the incidence aind costs of teen pregnancy. And last year, at the
national level, Head Start recaived, for the first time in its 25-year history,
full-funding authorization, which CED recommended in both'Investing in
Our Children and Children in Need.

Despite these great successes, CED's trustees recognized that the
nation’s reform efforts were failing to generate the major, measurable
improvements in student learning demanded by an ever more competitive
global economy. To find out what more should be done, CED's Research
and Policy Committee appointed a subcommittee of CED trustees, chaired
by James J. Renier, chairman and CEO of Honeywell. The charge to this
fxoup was to examine the results of nearly ten years of educetion reform,
dentity the barriers to change, and develop a comprehensive vision of
education that will enable all children to succeed in school and in life.

. The report that resulted is n&;gnnmmuwﬁmr and its central
thesis is this: unless much more is done to meet the heaiik, social, and
developmental needs of all children, both before and while they are in
school, the nation’s ambitious education goals are destined to fail.

The reason is clear: dramatic societal changes have forced public
schools to *<sume responsibilities for the welfare of children that go well
beyond their traditional educational mission. Jim Renier, who earlier this

NER
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ear testified so eloquently before this committee on the importance of the
C prc;g:m to the health and development of poor children, learned first-

hand of the consequences of the social agenda from his experience as
chairman of the "Success ? [ J:rognm in Minneapolis. Jim has observed
that the social problems of students -- poverty, drug abuse, violence in the
streets, the disintegration of the family .- are overwhelming the schools.
As a result teachers are forced to spend most of their time not on
academics, but dealing with the consequences of social failure.

CED estimates that as many a3 40 percent of the nation’s children are
at risk even before they reach the schoolhouse door. The reasons for this
are many but they stem increasingly from the disturbing rise in the number
of households headed by single par:nts -- mostly women and largely poor.
or near poor. During the past forty years, the number of babies born each

ear to unmarried mothers has increased by 600 percent, from one in

nty-five to one in four. One third of these births are to teens. While

many single parents have %rovlded oup&gnive and nurturing homes for their
children, the odds are stacked against them, The William 1’ Grant
Foundation estimates that nine out of ten families headed by a young single
mother who is a high school dropout are living below the goveny line. And
the problem continues to get worse. As many as 2 out of 3 babjes born in
the District of Columbia are born to mothers out of wedlock.

What this means for children is that more of thém -- 25 percent of
all children under age six -- are living in goverty. Children of color bear
an even greater share of this burden. In 1987 nearly half of all blazk and
more than two of every five latino children under 6 lived in poverty. Not
only are these children more likely tham white childten to be living in
poverty, they are much more likely to be living in long-term poverty.

Other social problems plague our children and teenagers -- many ,
but not all stemming from poverty. Last rm. almost 11 percent of all
newborn children were expoéed to illegal drugs while still in the womb. The
death rate among black males in Harlem hmjhor than in many Third
World countries, largely due to inordinately high levels of viclence. Decent
health care is g scarcer in roor areas, both urban and rural.
Emergency rooms generally stand in for the family doctor and few
preventive services, such as immunizations, are accessible to the poor and
poorly educated. ‘

It is not only poor children who are failing in school. Every indicator
of academic 1:chievement shows that the average student is lagﬁng well
behind studen\y in our competitor nations. Part of the answer is less
demanding currivulums and lowe. standards. But even childzen who come
from, middle-class tnizilies are under greater social stress than they once
were. More than half of ali women with children under the age of six are in
the work force, and only 8 percent of school-age children live in families
where the father works and the mother stays home. A three-year-old in

47
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full-time child care outside the home tmially spends abﬁdt half his waking
hours in the care of adults other than his patents, - .

As outlined in n believes that we can
shift the social burden from teachers and help kids become better able to
compete academically. However, as a society, we must be willing to think
diﬁere:xl;lﬁabout children’s developmental and educational needs than we
curren (« §

First and foremost, the nation needs to reco that in a very real
sense, education begins at birth and not when children enter school.
Children are born to learn, and they must be healthy and we:l nurtured to
do 5o properly. This means they need prenatal care, proper nutrition,
preventive health care, and developmental learning experiences in the home
and in both child care and preschool settings. They also need good

enting, and our roliciec must recognize the primary importance of
strengthening families.

The problem mnfrontinq manx families and their children is not
necessarily lack of available help -- although key programs like WIC and
Head Start still only reach a minority of the hmtﬁu that peed them. So
often these and other services are scattered throughout the community and
are not accessible to parents. What CED calls for is a reor tion of
how these programs are administered and delivered 50 that they can be
available at a single site in the community or & school building. "To that end,
CED .:zges every community to conduct a systematic asscssment of the
rreerams available for meeting the needs o children and families.

CED has spent some time looking into the federal role in dealing with
this problem. Included is a call for additional resources for strategic
intervention programs that we know work, such as Head Start, WIC, and
immunizations. But there are two other areas in which we betleve it is
essential for the federal government to be involved -- coordinating
grogll'ams in t4.'4duc:atlon and child development and education rescarch and

evelopment,

The federal government needs to assess its own stock of children’s
programs, both in terms of their effectiveness and the efficiency in which
they are delivered. We currently have children's programs scattered all over
the government. We have educational support in one department
and child development in another. We have Head Start in one agency of
HHS and child care for dependent mothers in another. We have nutritio
Er‘ogmm for poor mothers and chi'dren in Agriculture and AFDC in HHS.

ch has separate authorization, appropriation, and bureaucracy. The
result is that by the time the pl‘Oﬁlml reach the state level they multiply
considerably. Untll recently, California had 160 s fo: children and
muth overseen l;y 3% different agencies in seven différent departments. We

ve little way of knowing how well these ms reach their intended
constituents. ' While we do have some evidence about how some of our
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mogramo are working, such as Head Start, WIC, and others, we do not have
¢ slightest cluu now Lhe tality is affecting the ability of students to
succead in school. We are encouraged, however, by the recent
announcement of a new HHS working group, co-cheirad by lim Renier,
that will look at ways to coordinate ={lorts throughout federal and state
governments to ensure school readiness.

This discussion of the federal role in education isads me to a
consideration of the President’s America 2000 education strategy. On the
whole, CED is very tup?:nlve of the scope and inter: of America 2000.
The President, in articulating his vision, has placed edncation at the top of
the national agenda, where it belongs. ‘Many of the key initiatives to
increase accountability, lmiﬁrove agsessment, encourﬁe more flexible use of
federal resources, bolster the skills of teachers and principals, and identify
employabili skills reflect positions CED has consistently taken in all three
of .is education studies, beginning with Inves . The
specifics of these positions are dércribed in the attached comparison
between America 2000 and the CED education prograrn. However, there
aﬁe two key points on which we have concerns, and I would like to discuss
these.

The first concerns the role of the federal governiment in supporting
educationa] R&D. In all of its education reports, CEL, has consistently
recommended a vigorous federal effort in this area and, indeed, views this
as one of the key areas for increased federal investment ia education. Our
concern, however, lies with the reliance on private sectu, contributions to
sugport the new Jevelopment effort to create a cadre of New American
Schools. Our concern is two-fold, Corporations are already contribrting
extensively to innovative education and child developnient projects at the
state and level. But given the state of the economy unc the pressures
business leaders might feel to contribute to the new devzivpment
corporation, cutren corﬁome donations to promising i..itiatives may be
diverted or ¢ven cut back, This could send a discouraging message to those
practitioners who have been working on the innovative approaches that
could feed into "new American schools,” We would ther:{ore urge the
development effort to identify and nurture the many easclient programs and
:gproachel that already exist and which work, such as the Comer process,

¢ Park East Secondary Scheol in East Harlem, and the Albuquerque
New Futures School for teen mothets and their children.

A second area of concern is with the private schoui choice plan
propoud\v America 2000. CED has long sugpomd choice among Fublic
schools. We believe putlic school choice can inject & heaithy dose 0
competition into educaticn, But CEA)'s trustees do not believe that choice,
by itself, will drive educational chan:e. As we point out in
W public school choice should be applied only wherv it 18 part of an
overall program %o restructure the schools, where there is adequate
accountability, and where the special needs of disadvantagzd students are.
taken into account. We firmly believe that the first obligativn of society is

59
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to guarantee every child access to qualit‘education. not just the lucky few
who happen o iive in the right neighbot ood or who have parents who can
work the system. Itisp the most vulnerable c*#idren who would be
loft in the worst performing schools in a private schoo voucher system.
However, we recognize that we don’t really know how such a system might
effect the overall quality of education, since there are no good examples of
where private vouchers have been tried extensively and long enough. n&
recent op-ed article in the uing_q:bnm CED'"s chairman, Brad Butler,
former chairman of Procter & Gamb:e, 8 ted that if the Administration
is determined to introcuce private school choice, it should be done as a
carefully controlled experiment. As Mr. Butler says, and 1 quote: “The
nation should not be rushing headlong down the path of private school
vouchers until we know how the system might work in prectice.”

some observations from the research repo

nact on Education and Chue

et R ytical effort was commissioned by CED as
background for The Unfinished Agenca and was authored by Mike
Timpane, president Columbia University, and Laurie

eachers College,
Miller McNeill, research associate at 'Peachm College.

In their analysis of nearly a decade of education reform, Timpane and
Miller McNeill conclude that we indeed have a long way to go to achieve
the results in education our nation needs. However, the trends in reform
that they see, particularly the emerging understanding of the broad needs of
children, lead them to be "cautious optimistic." They believe we are on the
right track, and that many of the education initiatives currently being
implemented are symbolic of & new commitment to the development of all
our human resources. They give considerable credit to the business
community in driving this new agenda and note that in many, if not most,
states the new reforms would not have passed without busiricas support.

. We must continue to harness that enﬁgy and forward drive to
coen:’plete this most critical task. And that, Mr. Chairman, {s our nation’s
pledge to educate all children to their fullest ca city. If we fail in this
a{fotrt‘.(nothing less than our future as a free and democratic nation will be
at stake.

100 ”
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COM! 30N OF AMERICA 2000 AND CED EDUCATION PROGRAMS

Summary

The President's new Amaerica 2000 Education Str is ramarkably consistent with the body
of recommendations that CED has developed In its three sducation reports; investing in Ou
- K PLIDUE SO (1“5 Ghildren in Need: _investment Statecie
..... 067), and The Unfinishea Agerida; A New Vialon To

Although we may differ on some of the detalls, the large themee of America 2000 echo key
CED racommendations on educational Innovetion, bottom-up management, Increas
ncooumw. lmprovinﬂ sseasment, more flaxible Lae of resources, boltaring the skile of
tescharn principale, nemnlnq parental Involvement, dentitying emplyabiiity skille, and
recoghizing the importance of the ooddnmdd'mdtho 10 go beyond narrow school-
based reform. Nevertheless, the America Edumonsmo%. ne few specific early

numbier one national
education qoll - Readiness to Leam. However, some inktiatives currently uncerweay st the
Department of Health and Human Services are addressing this lssue. The ‘olicwing compares
specific points in the America 2000 Education Strategy CED's policy positions.

Stancards and Assessment
National standasda in five core subjects In IM& in Qur Ghitdren, CED calied
(Englieh, math, science, history, and for on to master the basics of
geography) will be established. America 2000 written and verbal communication, math
does not suppart a national curricuium, computation and reasoning, and have a

common knowledge of history and
itorature. CED alec calied to the

of & "comman curriculum®
that incorporates the skilis and
knowledge neaded in a modem,
technologicsl socisty. CED has not

supported the development of a rigkd

national curriculum,
America 2000 warts 10 allow the National CED mada this recommaendation in
Asssssment of Educational Progress (NAEP) [ j and agdin In
to conduct state-by-state .n?mnél' “lﬂnd ) pcoli‘l? ha;y also
comparnsons and school ots. COMPArat ve reportn
Schoois, school districts, and states will be schools, schogi districts, and lgl'lu.
encouraged to issue regular repart carcls on .
their educational performance.
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Alymofvohmynwondmhm. recommaencied
which Wi teet both basice and higher order at specified
mmuwum.m intervale (1.0, third, fith, or

Employsrs wil be urged t0 pay attentien 10 the gdhc&inuwduhk eom.:t‘d
[V
tests in hiring, d arees, Shtuwouldhm.{homm
on which grades to teat. CED hae aiso
called for the development

of new assssament mechaniema that go
m‘a muttiple chaice teets (O 68888
order akikis, 1.9, performance
S58880MONMS Of . InTha
we recommendad
o.p.ﬂm my-
lave! smpioyees for high school
tranecripts or repor Caas.

]
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S
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longvation
America 2000 caliis on businoss 10 lead and in &l three of its policy statements on
fundl @ new nonproft rassurch and sctucation, CED calls for more federal
ent corporstion that will identily and uurpon for research and d

croate ] oached {0 education. In Innovative approaches to t

Business will be asked to raise $150 to $200 and leaming for all students, particu

mifion for this effort, the d , CED hae
consist od on local and siate

Part of the innovation sffort invoives the education amomo t0 the

creation on 535 new "Americe 2000 Schools. principies of programs that work In @

Each school will receive $1 million in start-up systematic wey. /

funds to apply innovative grpfooch“ ond
becoms national models of innovadion,

»

mnouoooﬂw w.ltnm?u:! parentsl In %cm
choice as 8 primay o su in

4 o%y' hWﬂ ang where lupaﬂ%"cnowdi
$200 million incentive grant ram ¢f educationsl r

communities t0 choice n.n.tdp:yt lar attention to

plane, it Is uncerstood that to qualtfy for a grant of the disadv , CED aiso
o community would have to i private supported public schoel choice In
schooie In their choice plan. Americe 2000 igiren thr e
also & $30 milkon national school system magnet
choice stration prolect and aliowl thet would ensure a brcad range of
Chmm1momy toto%whdww children oftective educations| programs for el
to whatever achool they attend. chiidren in @ commuinity.
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CED made thia recommendation
Earlier, In
calied on

performing

mdm»ooureuvouduwionh
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PREPARED STATEMENT OF GORDON M. AMBACH

Mr. Chalrman, Membecs of the Committer, nnd Staff Members of the Commlitee, [ am
privileged to have yeur invitation to testify on the challenge of achleving national educstion
goals, seiting policy for national educstion testing, and.the opportanity before the United
States’ Congresa and the President to Bring high performiance Into all American schiools, 1
bave two major recummendations for you. Firat, Is to enact & national edacation goals bill,
Second, Is to establish » natlonal student lesting sysiem. May I summarize those proposals
and, then, present the case for action oa them now,

" Two Recommensiationa

The Congress und the President have a uniqoe opportunity to cast a new direction for
Federal prograiis which is necessary to reshope the education of American students for the
21t Century. The context Is right and the pa:ts of a comprebensive strategy can be combined
in & bill which would be a3 significant in 1991 for the improvemeat of American education as
was enactment of the Natlonal Defense Education Act of 1958, enactment of the Elementary
and Secondury Education Act of 1965 and several other Federal educalion acts over the Inst
two centunies.

Last year the House of Representatives in a strong, bi-partisan fashion developed 2
natlons) education goals bill, H.R. 5933, the Excelience and Equity in Education Act of 19%0.
In Ociober it passed the House, not only once but twice. Usfortunately, it was snagged in the
Senat:: on procedural grounds in the very last minutes of the session. If HLR. $932 had passed,
you would now have in place &n endorsement of the education goals and Federal policies tc
achieve the goals; the adult literacy program; o major professional development program; 1
merit schools program bullt on Chapier 1; alternative certification of teackers; n flaxibility
demonsiration; a demonsirstion of use of cholce In the public schools; and other activitles
designed (o nge Federal funds to achieve natiosal goals. ftis a shame the act did not pass lust
year to enable stxtes and localities to move on the goal.

The parts of a new sct are | : many respects already available to the Congress. The task
is to craft them into a single ==~ gy, To assist this process we have reconuneaded a legislative
design for America Z1. It starts with key provisions of HR. 5932 and S2, Strengthening
Educatlon for American Familles Act, currently reported ous of the Seaate Commiitee on Labor
and Human Resources and being considered in the Senate together with the propossis of
America 2000, in Attachment 3 (o this statemunt, | have summedzed the major toples of the
act and, by reference to certain bills before the Houss of Representatives and the Scnate,
recommended a way ia which the best elements of tkess teveral blll; may be drawn together
In & Feural steategy for supporting the change needed to achicre & complete system of high
performance schools for this countyy.

Iu the proposed national education goals bill, America 21, e matck Federal programs
with the goals. For example, the build out of klead Stasi, somblned with state and locai pre-
Kindergarten programs to serve gil economicaily disadvastage? children. is the central effort
to achieve Goal 1, Readiness for School. The provisions of Asperica 21 do not eacompass the
eative Federal effort needed to achieve Goals 2, 3, and 4 As provided Ia both H.R. $932 and
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$.2, policies of tho Federal government mus* assure olf childrem eligible for Chapter 1 are
provided services; assurc the initial Intentions of the Federal proportloa of support for calldren
with handicapping corditlons are wet; uad provide for expamsion of specific efforts to
strengthen learning in mathematics and science siready auihorized in Federal? siatute. These
are easentinl to achleviag a 90% gruduatioa rate and high performaace in achievement in
several subjects, Including mathematics and sclence, but these steps must be supplemented,

America 21 features s malor Federal initlative and commitment of resosrces focused on
more comprehensive restructuring or systemic change of schools to bring wp the quality In all
of them. i wrge your sattention to the recommended Title 111, To achieve the goals of 30%
gradustioa with substantial improvement In academbic achlevement, particularly in mathematics
and sclence, we must hava a comprehensive, Integrated strategy to create high performance
schools for all students. The strategy must Include support for research and development;
start-up grants to generate high performance schools; support for teacher and school leader
education and retralning; and a major commitment to incorporaie learning technologies Into
high performance schools. The new Federal effort must be bullt around coordinated use of
Federally-funded activities connected directly with state and local Initiatives to reform schools.
‘The funds must be used in accordance with comprebensive, ong range state and local
education agency plans. ' ’

We are well aware of the extremely tight Federal budget and the llmits set for the next
three years, But thls is the time to stake out a program for the decade and to use limited
Federal expenditure In the nexi three years by concentrating on direct Impact of some 10% or
20% of the schools most in need of reform, while laying the foundatioa for an expanded effort
in the latter part of the decade, At a time of "pay/go,” we support enactment of a dedicated
tax for such a Federal reform Initlative. We belleve the American public Is prepared to support
such Increased revenues dedicated o a specific Federal strategy for high performance schools
and schlevement of the natlonal goals for education because such Investment In education
reform Is absolutely essentinl to the world-wide competitive economlic position of Americs and
to security and peace In the worid.

The second recommendation for sction is on natlonal student testing. The
characteristics of achievement tests and the use of such tests can have a profound Impact on
what and bow students learn. Across the nation we are having an important dehate about the
ways tests are constructed and the use of tests at local, state, and Federal levels, The debate
on testing ls critical to the task of stimulating effort to aclileve natlonal goals and to
monltoring progress on the goals.

Those of us serving at the state level have long debated the questions of the place for
national testing. We have concluded as follows:

(1) A nationwide testing system with Federal, state snd local components should be
authorized formaily through Federal legisiation.

(2) A new natlonal entlty, a Natlonal Board for Student Testing, should be established
in the law. The national board would be responsible for setting standards and oversight
of assessments with authority to recommend but ot require that various tests be
developed. The law would specify the uses for which any national tests or examinations
would be created.

(3) The natlonwide testing system would include both program assessments, such as
now [m the Natlonal Assessment of Education Progress (NAEP) and a system of
individusl studeat examinstions. Both sets of tests would be developed from common
standards establish d by the Board.

(4) The nations| program assessment part of the system would be a bulld-out of NAEP,
(5) The component of the system for Individusl examisations requires extremely careful

desiga work and pllot demonstration of different forms of exams and patterns of their
administration among states, localities and the Federal government, The primary wse
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of such Individual exams would be to improve teaching and learning s elementary and

- secondary education, rather than monitoring performance. The system of individual
exsminations would be related to curriculum and instruction; it would emphasize testing
of mastery of subjects and capacities when students achieve them, rather thau on o fixed
grade schedule; it would encourage development of a varlety of types of tesiing,
Including performance assessments; Its principal wse would be to challenge and motivate
students, teachers and schools toward higher perforinance.

A key Federal Investment must be made In expansion of education assessment and
information systems. In the 1960s the Natlonal Assessment of Education Progress (NAEP)
began. It has provided important tread data about education in this country, It must be
expanded In the aumber of subjects assessed and in the use of these assessments on a siate-by-
state basis. We have already had the first experientes of assessing mathematics, state-by.state,
Authority for NAEP testing state-by-state will stop la 1992 »less there Is action to expand it,
We urge your support of such an expansion, as | have described it in my testimony both before
the Senate and the House, (Attachment 1.)

We urge that you increase the resources avallable for the collection of information on
indicators of education such as the report we have done on mathematics and sclence, state-by-
state. (Attachment 2.) 1If one looks at the comparisons of funds provided for the Department
of Labor, Department of Agriculture, the Department of Health and Human Services, Ia order
to keep accurate indicators of progress in labor, health and agriculture, you will see that in
each of these fields, the Federal government spends from five to six times as much for basic
information as it does In education. In these other fields, the costs range from $240-$300
million just for information about those services, Ta education, the figure Is closer to $55
mililon at this point. We will not have progress reports on nationsl goals; we will not have the
data which tells us whether the Federal investment Is effective or not; we will not have the
information about good practices in thy states or localities -- unless we lavest approximately
six times more in data coliection for education at the Federal Jevel. Keep in mind this would
be 8 cost of $250 million dollar on & nationwide system which now has a $230 billion snnual
expenditure,

Comment on the Recommendations

Mr. Chalrman, in my limited time 1 Lave chosen to plunge right into the bottom line
recommendstions for Congressional action. The reasoning and comment behind these
recommendations is provided in the attachments.

I have had opportunity over the past two months to testify on each of the subjects you
requested | address. Rather than repeat all of those statements here, 1 have included four
attachments each of which adds detail and rationale. Attachment #1132 on tesiing. It Is the
summary of my presentation to the Interim Council on Standards and Testing at the first
Council meeting, June 24, 1991, Two ltems of testimony back that summary, a statement before
the Senate Subcommittee on Education, Humanities and the Aris on the toplc, "Question of 2
Nationsl Test: Answer - 8 Nationwide Testing Sysiem® nnd a statement before the House
Subcommittee on Elementary, Secondary and Vocational Education on "The International
Dimension of National Testing’

The second Attachment is a press release from our Council sud the National Science
Foundation on the repors of state-by-state indicators of mathematics and science education,
This report focuscs on student and teacher indicators in those two subjects,

The third sttachment is a statement before the House Subcommittee on Elementary,
Secondary and Vocational Education on "Achieving Natlonal Education Goals." This statement
advances the comprehensive and targeted strategy for education reform, "America 21,°
introduced earlier. It also comments onthe Administration’s proposal, America 2000 1 would,
of course, be pleased to expand on those comments.



1056

Finally, Attachment #4 13 u copy of my testimony before the Senate Subcommittee on
* Chlldren, Family, Drugs and Alcoholism on the subject of extablishing n Children’s Trust,
That statement dzvelops our position on 3 dedicated tax for education ia order to provide for
s m-u-yon-p expansion for Federal education Inftiatives crileal to reforming the nation's
schools,

All of this may app#ar to stack 0 83 one more 2ducator’s special pleading In what must
seem (0 you as never endlug requests (o rachet up aanual education spending In the Federal
budget with miore Increments on existing Federal activities. [ am not here to ns's for more to
do the same. Our Councli Is ndvocating fundamental changes in the divection and mse of
Federal funds and in national testing of education progress. In fact, the position I our
Council on Issues of national testing was unthinkable even five years ago. We are advocating
substuntial change because our students will not be prepared for the 2ist Century unless the
schools challenge them more and provide the opportunily to perform im world class
competition.

Gov, N These Reco

For more than two centuries, the orlentation of education policy-making in the United
States has been primarily at the state and local level, There have been several occasions for
specific Federal initiatives to be taken In association with a particular natlonal need, but the
authority and funding has been essentially state and local. Within the past 15 years, there has
been a rapld growth of concern about the “national interest® in education and the need for
natlonal strategy to strenginen education. This has come about for several reasons. First, and
foremost, Is International economic competition. Our markets are not natlonal but
international, American students must be prepared for work in an econo* 3¢ In which much
work may be performed by a workforce located In many different locatioas around the globe.
Working smarter Is absolutely critical to keep the Jobs at home and to maintain the natlon’s
economic strength. Preparing to "work smarter” Is not only a state and local lssue, it Is a
natlonal Issue.

Second Is the factor of the U.S. role In International peace-keeping and the nation’s
security. We did not send 50 armed forces Lo the Persian Gulf; it was one single U 3. armed
force, No matter where the U.S, troops grow up or live, they are expected to operate with
common terms, language, tactics, strategies, technologies, and systems of communication, The
complexity of modern warfare requires a commonality of skill and capacity which Is natlonwide,

The third factor Is population noblilty. In the United States familles criss-cross over
state and local boundaries with greater frequency. They expect a move across borders will not
disrupt the student’s educational program or progress.

The fourth Is a concern for providing equality of opportunity for education throughout
the land. This factor has gulded most Federal acts since the 1960s,

Fifth {s the Increasing need to couple education strategy together with health and soclal
servi.e strategles. Since these latter services ave so much influenced by Federal law and
2Z2minisiration, there has been a natural growth of interest In linking education policymaking
more closely with natlonal policymaking with these other services, An example of this is
enactment of the Family Support Act of 1988. This welfare reform act, of course, is really an
education act designed to help dependent persons learn thelr way to new employment and
Independence.

Sixth, Is Increasing recognition, Indeed "admission," of the fact that educsiion In ldaho,
or Alabama, or Vermont whivii uses simiiar materials, textbooks, tests, course requirements,
Carnegle unlts, structure, etc. has more natlonwide commonality than difference. If change
or innovation Is needed, why inveny It 50 times over. Using scarce talent and scarce resources
for research and development, startup activities of innovation and sirategies for change, and
Improved testing calls for nationwide actlon,
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Seventh Is the understanding that even though the states are the prime jurisdictions for
education policy and change In policy, Federal incentives and prodding are important to
stimulate and realize state action.

These factors have led the nation Within just the past two years to the unprecedented
establishment of national education goals by the President and the Governors. They hawr led
to the current debate about mational testing, shot through with the Issues of both how to
improve the quality of educational resuits through use of testing and which Jurisdiction (tocal,
state or Federal) ought to be in charge of the challenge of reform.

There Is an important Federal mission to be launched. For the 1990s It Is & mission
which must match the types of major initiatives that the Federal government has used from
time to time through the last two centuries to achievement of national goals. The Federal
government has . >ver had the direct respoasibility for education, but when a special need has
arisen, recall what has happened. Two centuries ago when a major activity was expansion of
the natios to the West, the Federal government established the concept of Land Grants 1w
assure that common schools wer= avaliable In ali communities, particularly through the model
of the Northwest Ordinance. In the latter part of the 19th Century when reconstruction of the
nstion and the development of our mechanized agricultural and Indusirial capacity was so
Iimportant, the Federzl government established the Land Grant Colleges snd Universities, Over
the past century and s third, they have been powerhouses of research and development and
education of a technical and professional workforce unmatched in the world. The universities
transformed this natlon’s technological capacity In a way not avallable in other countries,

In 1867, the Office of Education was established to report on progress of education In
the nation, a monltoring role it carries to the present.

In the early 20th Century, st the onset of mass production and at the time of Worid War
. 1, the Federal government enacted the vocational education and vacational rehabilitation
programs in order to assure workers were properiy skill tralned. During the Depression years
of the thirtles, several Federal Initlatives In child cave, early childhood education, school
construction under WPA and other education support programs were enactud cs part of
economic recovery.

Post-Worid War 11, the G.1. Bill was the major act. It had an extraordinary Impact on
opportunities for higher education, more than any other single action ever taken by any of the
states or the Federal government. In the latter 1950s the National Defense Educstion Act was
enacted In response to Sputnik and focused on programs to attract new teachers and retralit
those in practice.

In the 1960s, the Elementary and Secondary Education Act, the Higher Educatlon Act,
Library Services and Construction Act, Manpower Development and Tralning Act, and other
Initiatives were started especially to provide equity and opportunity In elementary, secondary
and post-secondary education. The mid-60s also brought Head Start, the recognition of a
Federal commitment to poor children and their familles In order to assure they would be at
the starting gate of school ready to succeed alongside their more affiuent peers, In the
Seventies came the Education of all Handicapped Children Act, a further expansion of equity
and opportunity for the disabled, From that time to this, the various acts have been reshaped
through reauthorizations with the basic directions and purposes kept In tact,

There Is extensive Federal legisiation on the books. Oze principal problem Is that the
promise of these acts, whether Chapter 1, or education of all disabled children, or Pell Grants,
Is not realized because they are underfunded. The target populations are ot fully served, If
we are to achieve nationsl goals In this nation, especially the goal of a 90% high school
graduation rate with a program of high standard ind quality, It Is essential that the 28% to
30% of the population which Is either economically disadvantaged or dissbied, I3 served to the
point at which a large portion of those persons are galded to graduation.
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The challenge of the 1990s s not Just to assure equily and opportunily for those who
would atberwise not be adequately served. The challenge Is also io reshape ihe rigor, quality,
and standzrds of the education program for gil children (o meet world class standards and
prepaie for world wide coinpetition. Tie 19901 are a (ime o address systemic change,
comprehensive school-wide change, They a2 time for reexantination of each of the separate
subject areas, not only (o assure they are up-to-date and of challeagiag rigor, but to assure they
are linked In an Interdisciplinary sense. Most Important in (his decade Is (0 assure
educational coatent demands higher osrder thinking with siudents developing capacity for
creativity, analys:s. questioaing, and judgement which enables them (o deal with ever-changing
clrcumstances and fashlon informed solutions for situatiors new to them,

Reform of this jrder requires communities and education persoanel to carefully set
education goals and targets and (o thoughtfully design strategies, It requires the opportunity
for those who are operu.ing school systems to be able (o retrain or renew themseives In new
techniques and practices. It requires careful but thorough introduction of the new technologies
which have transformed our businesses, military, and health syst:ms, but have nowaere nearly
penetrated the schools.

While the Fede: al role in the past has beea to target a particular subject area such as
vocational education ur to target & particular population group, such as migraat children or
economically disadvantaged children, in the Ninetles Ia addition to such targeting, the Federal
governmeat must help states and localities to transform the {astitutions themselves. The
Federa) government cannot do it all. It can provide Important Incentives, It can provide
resources that enable states and localitles to bulld out plans for reform. Most iImportant, It
~ can provide the resources (0 generate and inspire reform, start up lastitutioa change aad
retrain stafl .

‘The Federal Inltiative America 21 will require a significant additioaal investmeat over
the decade, not a popular thought in light of budget problems. The crisls 1a S&Ls Is drawing
blllons Ia baliout. The crisis In the Persiaa Guif has reguired substantial added
expeaditures. The crisis In reshaplag Americaa education demands Foderal action which
should be considered agalnst the following perspective on Federal expenditures for elementary
and secondary schools, Ia 1965-66, Federa) funds were 7.9% of the total Federal, state and
local expenditures for elementary aad secondary education. The perceatage increased lo 9.8%
in 1979.80. By 198889, the prrcentege had dropped to 5.6%. If the Federal level were
conlinulag at 1979-80 proportions of total elementary aad secondary expeaditures, today It
wonid be $22.1 billion. 1t is mow $17 biilloa; the gap Is $5.1 biillon. If America 21 were fully
funded In i3 first year, the cost would be less thaa 2/5 of that gap, less than $2 billlon,

Accordiag to the Department of Educatioa’s owa reports, between Flacal Year 1980 and
Fiscal Year 1990, after adjustiag for inflation, Federal program funds for elementary and
secondary education, declined 15%. 12 constant Fiscal Year 1990 dollars, Federal expenditures
1n 1990 are back to where they wer. In Fiscal Year 1970, The use of Federal fundiag to have
aa Impact oa clementary and secondary education has gained no ground for tweaty years. The
decade of the 1970s showed significant increases Ia commitment to Federal funding for
education. Those Increases have all beea wiped out In (he past decade. The challenge 1o
twofold: (1) to regala the momentmn of the 19704 In providiag fending for programs of equity
and opportanity, ruch as Chapier 1 and support for disabled students, 50 that tull service s
provided; (2) (o bulld a wew Inltiative oa the scale of an NDEA, or ESEA, or the laltial Land
Grant College program which sets & vision aad a strategy to refcrm oar schools in the 19308
to serve students for the 21st Century,

Mr. Chalrman, Members of the Committes, 1 appreciate the opportuaity to provide an
overview of recommendations for action In education. [ have tried to place the detalls in the
attachments and use my time (o provide the context for you to analyze the level of expendiiure
and the type of Initiatives (he Federal government should be tak' 1g during the 19902, The
context has changed dramatically. | urge you (o think of the stakes for our nation and to maks
snace for targeted (ntlatives directly reisted to the national goals. Through such lastruments
of leverage on oar sysiem of education, mational obiigations and responsibilities can be met by
preprring every student for success in an international 21t Century, Thank yow,

11}
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Attachment 1
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- @%) . COUNCIL OF CHIEF STATE SCHOOL OFFICERS
—', N ' )

INTERIM COUNCIL ON STANDARDS AND TESTING
NATIONAL EDUCATION GOALS PANEL

OUTLINE OF KEY POINTS
PRESENTATION BY
GORDON M, AMBACH

EXECUTIVE DIRECTOR, CCSSO
JUNE 24, 1991

Council chatge: "Advice on the desirability and feasibility of national standards and testing
in education.”..."The goal of any such (testing) system should be to foster good teaching and
learning. as well as to monitor performance.” (Excerpts from 5.64.)

1. Tmportance of the Council inquirv for decisions at the national, state, local and
international levels. Establishing an ini>rmed record for decisions on testing at all
government levels and across the levels.

2. Major issues hefore the Council.
a Establishing the purpose of any national testing and the use of test results.
Options for use of Tests: Information about student performance;
. trends and comparisons of performance within and outside UsS.:
influence curriculum and instruction; motivate student efforts; student
selection; student credentials (promotion, diploma); program quality
control; program accountability; distribution of Federal aid
{opportunity tolearn, rewards); support education restructuring (results
not process); others. Choice of tedt use must guide other decisions.
b. Selecting program assessments (sampling student performance) or individual
examinations (every student testing). One national examinatio: vs. a system
of examinations.
¢ Authorizing a national structure responsible for standards and testing.

3 Evidence to inform Council deliberations.
. NAEP Mathematics and Reading Compreitension Objectives, Test items and
Levels of Proficiency.
b, State Testing Systems - N.Y. R&gents Examinations, etc.
c. International studies, JEA - Third International Mathematics ard Science
Study (TIMSS), and testing in other nations (OTA Study)
d Other nationwide testing systems--Advanced Placement, SAT. ACT, etc.

4, Recommendations on issues under 2 above.
The Council should propose the following:

(1) A nationwide testing system with Federal, State and local components should be
authorized formally through Federal legislation.

(2) A new national entity, A National Board for Student Testing, should be
established in the law. The nationa! toard would be responsible for setting standards
and e eright of assessments itk thority to recommend but not require that
various lests be developed, Tho luy sould specify the uses for which any national
tests of examinations would b. .. - od.
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(3) The nationwide testing system would include both program assessments, such as
now in NAEP, and a system of individual student examinations. Both sets of tests
would be developed from common standards established by the Board.

(4) The national program assessment part of the system would be a build-out of
NAEP; and

(5) The component of the system for individual examinations requires extremely
careful design work and pilot demonstration of different forms of exams and patterns
of their administration among states, localities and the Federsl government. The
primary use of such individual exams would be to improve teaching and learning in
clementary and secondary education, rather shan ‘monitoring performance. The
system of individual examinations would be related to curriculum and instruction; it
would eriphasize testing of mastery of subjects and capacities when students achieve
them, rather than on a fixed grade chedule; it would encourage development ofa
variety of types of testing, including performance assessments; its principal use would
be lo challenge and motivate students, teachers and schools toward higher
performance.
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:‘ “1‘ ) = COUNCIL OF CHIEF STATE SCHOOL OFFICERS

*QUESTION OF A NATIONAL TEST*
ANSWER: A NATIONWIDE TESTING SYSTEM

GORDON M. AMBACH, EXECUTIVE DIRECTOR
COUNCIL OF CHIEF STATE SCHOOL OFFICERS

MARCH 7, 1991

U.S. SENATE SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES

1 Chairman Pell, members of the Senate Subcommittee, and Staff of the
Subcommittee, thank you for this opportunity to respond to your invitation to testify on
“Question of a National Test.” At the outset, Mr, Chairman, 1 recognize and commend Vou
and your colleagues who have been advocates for national examinations long befare serious
consideration was being given 1o these issues for most of the nation. I note especially your
responsibility for authoring the provision for national examinations in the Hawkin:-Stafford
Act of 1988 and commend you and members of the Subcommittee now for bringing the
issues before the Senate in the manner of this hearing,

Testing is at the center of learring. The characteristics and manner of
questioning or inquiry guides the form of education, How testsare constructed shapes what
is thought and learned and, therefore, decisions about testing must be carefully made. That
is especially true now because of the relation of testing to reform and improvement n
American education and the location of education decision-making in the United States.
Our American pattern of decentralization of authority for education in states and localities
is being weighed off against important national goals and purposes for education. Who
establishes standards and develops tests is, in many ways, as significant a question as the
content of the test. The right combination of common standards with variations of tests
which measure progress toward those standards is central to a national solution.

At the very time we search for successful reforms and improvements in
education and debate the relative levels of decision-making at different points in the
educational structure, we must also adjust to rapidly changing techniques of assessment.
While we have a strong need to do things nationally -- to jmprove opportunities for students
nationally and take steps to increase our national competence through education - we must
be certain to enable and encourage variation, experimentation and innovation that erables
us to create and recteate ever 'setter systems of testing and learning in the future while we
are putting new standards and tests in place now.

2 Our response 1o a “Question of a National ‘Lest” is to recommend "A
Natioawide Testing System" which has the following three kuy elenients:

a) A procedure and national entity for setting national standards for student
performance, subject by subject.

b) A system of both program assessments (through sampling of student
performance) at national, state and local levels to deciermine program
effectiveness and a system of individual examinations which might be
nati ynwide, multi-state, state or local in administration which measure
indiviztual student progress on the national star.dards.
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c) A reporting system which enables students, parents and responsibie education
officials anywhere in the United States to be able to relate any one student’s
achievement to the national standards and the performance of other students
in the community, state, nation, and even the world.

3 The first element is to establish a procedure and an entity for setting national
standards for the nationyide testing system. The United States currently has no national
entity to establish national student performance stindards. Such an entity, or Board, must
he carefully designed and established through an Act of the United States Congress and the
President, The Board should be comprised of distinguished persons appointed in equal
numbers by the Congress and the President. Appointments to the Board should be based
on a thorough nomination pracess which assures Board members will be well-qualified for
their responsibility. The Board's responsibility should be to establish "frameworks’ of
student performance goals and objectives, or standards, upon which both program
assessments and individual student examinations are based. The process of setting such
frameworks must involve key education authoritics at state and local levels.

Although it might seens establishment of such national frameworks is foreign
1o American education practice, the fact is that such a process is in place for the National
Assessment of Educational Progress (NAEP). The process has already been used for the
subjects of mathemalics, reading and the sciences under the direction of the Council vf
Chief State School Officers as a part of the development of NAEP examinationi. A similar
piocess could be used by the new Board,

A second important responsibility of the Board should be review of various
propased program asscssments and individual examinations in order to determine whether
they effectively ineusure the standards established by the Board with reliability and validity.
The Board would maintain quality conirol of various tests o assure rigofous measurement
of both what students know and can do. The Board would exercis. judgewient on
effectiveness of a proposed test for its intended purpose and the design for reporting results
o the test.

At this time, Mr. Chairinan, we are not presenting a specific hill for the
creation of the Board, but we would be pleased to assist you and members of the
Subcommittee and the Staff in the development of such a bill,

4, Program assessinent components - . the nationwide testing system might be at
the national, state and/or local levels, NA, . provides the basis for the major program
assessment component, For nearly & quarter century, NAEP has been providing periodic
testing of samples of students across the nation. 1t provides averall trendlines for student
achievement.

In 1988 Congress authorized the use of NAEP on a state by state basis 1n
1990 the first use of NAEP on a state by state basis -- mathematics at the eighth grade level
. was implemented. You have authorized state by state NAEP in matheiatics at two
grade levels and reading at one grade level in 1992. Authority for state by state NAEP,
however, stops at that point.

We urge you take action as rapidly as possible to authorize the continuation
of NAEP on both a national and state hy state basis in five major subject areas --
mathematics, science, reading, writing und history/geography - each to be tested every two
years. We urge, furthermore, that you authorize voluntary participation in NAEP at &
school district-wide level for thase districts of sufficient size for appropriate NAEP sampling.
We have a marked up bill which would accomnplish the amendments reconimended above.

Within the overall nationwide testing system, NAEP tests would be constructed

to measure the subject objectives and standards established through the new Board
fratneworks described under point (3) above.
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5. A nationwide individual examination system should be established within the
nationwide testing system. This system could have several different forms of examinations.
These might be used on a nationwide basis or by clusters of states or districts, or individual
states or school districts, The determination of their 1we would be made by state or local
education authorities. The examinations would be based on standards established by the
Board under item (3) above. The types and forms of various examinations would differ, but,
as noted above, to be part of the nationwide system they would have to be judged
appropriate to measure the national standards by the Board. This system would enable
creation of innovative forms cf testing, including performance assessment, and enable a
variety of approaches by states and localities in establishing individual examinations in an
efficient and cost-effective manner. These examinations must be closely associated with the
curriculum; used in a variety of patterns at different grade levels according to those points
study at which subject mastery is completed; and be used as "high stakes” tests related to
credit or credentials for individual students.

States and localities have a variety of existing individual examination systems,
the most comprehensive now being the New York State Regents examinations, Different
systems, such as that in New York, could be incorporated into the nationwide -individual
examination systems.

Of special note, Mr. Chairman, is the potential incorporation of the voluntary
national examination authorized in the Hawkins-Stafford Act of 1984 into this system. This
examination has never been implemcnted, It could be one part of the nationwide individual
examination system, its content guided by the standards of a new national Board.

We recommend you take action to support the research and development
needed to establish a nationwide individual examination system.

6. Common and consistent repurting of results from the different program
assessments and individual examinations is of central importance in the nationwide testing
system. There is now extensive testing at all grade levels for American students. The
information from the tests, however, generally cannot be related so that results from

one school of school district may be compared with another district within the state, or
outside of the state. or outside of the nation. One purpose of the nationwide testing system
is to create the means for relating results throughout the system without the necessity of
requiring ail students at all grade levels in all subjects to be tested on the same tests.
Reporting systems must be established nationwide with information on student resuits
related to other education indicators. This enables better understanding of the causes of
student success or failure and helps results of testing lead to program and student
improvement,

T Testing systems carry significant costs in student instructional time, teacher
time, and in the cost of creation, administration scoring and reporting oi test results.
Careful estimates must be made on the trade offs between program assessment sampling
versus individual examinations and “every student testing.” Careful estimates of cost must
he made over this decade so that an efficient mix of program assessments and individua!
examinations is created and coordinated so as to limit costs locally, state by state, and
Federal.

A nationwide testing system is essential. Information about the nhation’s
education status is certainly as important as information about the nation's health, its
agricultural condition, and the condition of labor and employment. In each of these othér
areas, the Federal government is now spending approximately six times as much for the
collection of information about performance and system indicators as is true in education.
The commitment to a nationwide testing system must be accompanied by a commitment to
a Federal budget which makes certain the testing system is of as high quality as we expect
student performance to be.

Mr. Chairman and Members of the Subcommiliee, thank you for the
opportunity to testify, 1 will b pleased to respond to any que-tions.
###
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INTERNATIONAL DIMENSIONS OF NATIONAL TESTING

STATEMENT BY GORDON AMBACH
EXECUTIVE DIRECTOR, COUNCIL OF CHIEF STATE SCHOOL OFFICERS

BEFORE THE
SUBCOMMITTEE ON ELEMENTARY, SECONDARY AND YOCATIONAL EDUCATION
COMMITTEE ON EDUCATION AND LALOR
U.S. HOUSE OF REPRESENTATIVES

MARCH 14, 1991

Mr. Chairman, Members nf the Subcoinmittee, and Staff Members of the
Subcommittee. Thank you for the opportunity to testify at this important hearing on
“National Testing: Pros and Cons.” At ynur request, | will focus my remarks on the
international dimensions of national testing. 1 speak as Executive Director of the Council
of Chief State Schnol Officers and as the Lnited States Representative to the General
Assembly of the International Association for the Evajuation of Educational Achievement
(IEA), the most significant international organization for international studies.

I have four points to make. First, the value of international comparative studies:
second, the necessity for a comprehensive framework and principles for conducting
international studies; third, the importance of United States' support for TEA studies
planned through the decade of the 1990s; and fourth, the relationship between international
studies and nationwide assessment in the United States.

1. The Value of International Comparative Education Studies. The value of
international comparative education studies includes the following: a) they provide us with
an understanding of the differences in curriculum, instructional practices and system
structures in the various nations; b) they provide measurement of student achievement in
different nations in a format which makes comparisons of results possible; and c) they help
us to understand the reasons for the differences in student petformance in the various
nations. For the United States, with the recent establishment of national education goals.
international studies have a new importance in measuring comparative progress, particularly
in mathematics and science, toward our goals.

Up until **+ 1980s, most studen.¢ and parents thought about student performance in
comparison with .neir neighbors ot, perhaps, students in other schools within the school
district. As one travels now across the United States talking with students and with parents,
their concern is about performance related not only to the neighborhood or community but
to student performance in the state, the nation, and particularly to students in other parts
of the world. Our students and their parents recognize their future is in an international
society and their association with peers around the globe will depend upon the education
they have compared to that of students in Sweden, Japan, Singapore, Germany, Nigeria or
other countries. They recognize, furthermore, their future employment is in an econom,
which knows no national boundaries.

The cominon public notion of international studies of education is typically the view
of a graph in the newspaper or nn television which rank orde1s countries according to
an aggregate measure of student achievement on a particular math or science test. The
assumption too often is that the only purpose of the comparison or the study has been to
see who is winning the “education race.”
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In fact, international studies of education first began with the purpose of learning
more about the nature and type of education provided in the several countries so that there
could be an understanding of the varied opportunities to learn afforded students in different
countries. In order to judge what results yielded from that oppciwnity to learn,
achievement testing was coupled with these analyses of educational programs. Over a
period of three decades, a series of studies have reported both a description and analysis
of educational programs in different countries and the student achievement results related
to those programs. )

In the last 15 years, as we have become more and more concerned about the
effectiveness of schooling in the United States, we have turned greater attention to the
analysis of edu~ational performance in other countries. The result of these studies has
brought to light relative achievment levels of American students and, perhaps mote
important, drawn attention to significant differences in the characteristics of schooling,
organization of schools, and the content of instruction in different countries, The variety
of approaches to education provides us with a "natural” world-wide laboratory to examine
different educational techniques and associated results of student achievement, We need
to expand our capacity for such international comparative studies so that we may learn more
and more about practices in other countries and the ways in which they may inform
policymaking for education in the United States.

«

2. International
comparative studies must be undertaken with validity, reliability and fairness. Although
often difficult, it is extraordinarily important to assure examination of both practices and
re.ults is done with careful design for good sampling of student populatinn, valid and
reliable testing, and so that there are fair comparisons made where there is considerable
variation in instruction of the curriculum. Three years ago through the support of the U.S,
Department of Education and the Mational Science Foundation, the National Academy of
sciences, National Research Council forsied a new board, the United States Board for
International Comparative Education Studies (BICES), for the purpose of providing
guidance to United States funcing agencics and to researchers in the U.S. and across the
globe on the conduct of international education studies. The Board has issued an important
report, A Framework and Principles for International Comparative Studies in Education,”
attached to my testimony. There is not time here to review the report, but I would urge
your consideration of it. This report has been extremely well received both in the U.S. and
abroad. It provides the groundrules for United States’ participation in studies in a manner
1o assure the funding agencies, Members of the Congress and the public of credible results
from investments in studies.

3, 5 for [EA L stional ive Swdies during the D i¢ of the 1990s.
IEA studies have been undertaken for 25 years. The IEA has launched the largest single
international study of education ever conducted. In 1993-94 and again in 1¢°7-98, there will
be a major study of mathematics and sciences, the Third International Mathematics and
Science Study (TIMSS). Nearly 40 nations will participate in this study with sample
populations of 9. 13, and 17 year olds being tested. Extensive reviews of their "opportunities
to learn” - «ne curviculnr imstractional and scnool patterns in the different countries - will
accompany the testing. The United Stetus Department of Education, National Center for
Educational Statistics, and the National Science Foundation have already made significant
com:mitments for the implementation of this study. Design work is proceeding under
guidance of the 1A headquarters at The Hague and the International Coordinating Center
for the study 1t the University of British Columbia in Vancouver. The design of this study
has been significantly influenced by the United States in order that the study will yield
significant information on educational progtzms and fesults related to progress on National
Goal #4, Mathernatics and Science,
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IEA has other studies underway, including those on early childhood development and
educatic.a, directed by David Weikart of High Scope Educational Rescarch Foundation in
Ypsilanti, Michigan. There are also studies of reading literacy and of the use of computers
in education. Still other studies will be launched at the latter part of the decade, probably
one of learning languages other than a native language of each country.

1 urge your strong support for financing these international comparative studies.
The general authority of the U.S. Department of Education and the National Science
Foundation is in place; the key is providing resources timely for preparation of state of the
art assessments. an effective cross-national cooperation needed for implementation and
analysis of the results.

4, lnternational Studies Related to National Testing. The focus of the hearing
today is on national testing, The design and conduct of international studies is an important
part of discussions of national testing. A majnr challenge before all of us is in making better
sense of the various testing and assessment systems at al! levels -- local, state, national and
international - to make them efficient and to provide that results at any level may be
related to results at other levels.

Mr. Chairman and Members of the Subcommittee, a week ago I had the opportunity
to testify on the topic "Question of a National Test" before the Senate Subcommittee on
Education, Arts and Humanities. In my statement before that subcommittee, which is
attached to this statement, we recommended the answer to the question be a nationwide
testing system. My comments today on international studies are made in the context of our
proposal.

International comparisons in education have been and can continue to be based on
assessments which sample student achievement. In international studies we are interested
in knowing how entire systems or units of education perform rather than how each
individual student performs, However, through international studies, we want to have a
means by which achievemen: levels of students in any part of our country through individual
examinations can be related to standards and results which are international in scope.
International comparisons must be related to national standards which in turn are the
guideposts for student performance in any part of the United States. Through the link of
national standards related to international assessment, we can determine the relative
performance of individuals in the United States to that of students in other countries. The
key point here is the importance of having a process and entity for determining national
standards for student testing,

I will not dwell on other features of the nation-wide testing systein as deszribed in
the attached testimony, but | must emphasize the importance of constructing our nhational
system so that there is an efficient connection with our national results to cross national or
international comparative studies. This has not happened in the past. It will be a hold
move for us to plan and implement a system which makes such relationships possible. But
is is imperative that we design such an approach,

To expedite the participation of the United States in international studies, it is
essential to plan for development of a nationwide testing system related to international
studies as they may be used by the several states. Many states will probably participate in
the 1993-94 Third International Mathematics and Science Study (TIMSS) just as the
Canadian provinces will participate in addition to Canada as a whole. The states need plan
carefully now for 1994 with respect to intentions in participating in NAEP, as well as in the
international study. There should be a close relationship between NAEP and the
international study and. therefore, we hope there will be carly authorization to continue
state participation in NAEP. I urge the committee to take action to continue authority for
the states to use NAEP on a state-by-state basis in 1994 and beyond so those states which
do chuose to participate in NAEP and also hope to participate in TIMSS may design their
overall state assessment plans accordingly.

ped
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In conclusion, Mr. Chairman, I note that studies done through JEA in the 196Gs, 70s,
and carly 1080s, yielded some of the most important information for alerting the United
States to the necessity for major reform and restructuri-g of education. Reports such as the
Underachieving Curriculum: Assessing LS. Mathematics from an International Perspective
which cam= from the second international study of mathematics was very powerful in
demonstrating the relatively poor performance of American students in mathematics. These
studies have not just displayed achievement results. but they have presented important
information about the time committed to instruction, the nature of the instruction,
commitments for homework, commitments to standards expected of stndents which have
sent powerful messages to consider here in the United States. We must increase the flow
of information from such studies, We cannot be insular :tor provincial in our approach to
strengthening American education. One of the most important resources of information for
reform here is in the examinatior, of education in other countries.

Chairman, Members of the Subcommittee, thank you for the opportunity to appear
hefore you this morning. T will be very pleased to respond to any questions about my
remarks.

Thank you.

#4#
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Council of Chief State School Officers Washington, DC

For immediate Release
May 28, 1991

CHIEF STATE SCHOOL OFFICERS AND THE NATIONAL SCIENCE FOUNDATION
RELEASE STATE-BY-STATE INDICATORS ON
SCIENC® AND MATHEMATICS

Washington D.C., May 28, 1991-"The United Siates has established ambitious goals
for mathematics and science education. These goals are both for student performance and
for the opportunity our students have to learn these subjects. To realize thes: goals we
must have good reporting on the current status of mathematics and science cJducation and
a well developed system to trace progress over the decade. The report released today
provides essential base line information for the work of the 1990’s," said Gordon Ainbach,
Executive Director of the Council of Chief State School Officers.

‘The Council's report cn scir  * and mathematics indicators provides the first ever
state-by-state data on the condition of science and mathematics education in the nation’s
public schools.

With support of the National Science Foundation, the Council has worked with the
50 state departments of education to develop a system of comparable state indicators to

. assess progress in improving science and mathematics education in our public schools.
The new report, entitled, State Indicators of Science and Mathematics Education, is the initial
step in an effort to provide regular, periodic reporting of state science and mathematics
indicators.

"The report demonstrates that in implementing educational reform in science and
math, we cannot simply use national averages as a guide,” says Luther Williams, NSF
Assistant Director for Education and Human Resources. "It reveals that there are large
differences among the states in student opportunities for learning, and that reform must be
implemented on a state-by-state basis, This information will sharpen the national debate
about the condition of math and science education in the US."

Adds Williams, “One of the more disturbing figures is the aumber students--less than
haif of all high school graduates-who take ‘algebra 2.' Algebra 2 emphasizes problem
solving and the relationships between varisbles. These concepts are not just an essential
base for further study in science and math, they are critical in many manufacturing and
technical jobs and help young citizens become discriminating consumers and voters.”

Course Earoliments in Science and Mathematics, The state indicators include rates
of student course taking in high school mathematics and science. The course taking data
provide an indicator of students opportunity to learn science and mathematics at different
levels of the curriculum.

As of the 1989-90 school year, the Council reports that 81 percent of public high
school students in the U.S. take algebra 1 by the time they graduate, 49 percent take algebra
2, and 9 percent take calculus. Student course taking viries widely by state at all levels of
mathematics, for example, the proportion of students taking algebra 2 varies from 65 percent
to 33 percent.

As of 198990, the Couscil finds that 95 percent of public high school students in the
U.S. 1ake blology by the time they graduate, 45 percent take chemistry, and 20 percent take
physics. Course taking in science also varies by state, for example, the proportion of
students taking chemistry varies from 62 percent to 33 percent,

As compared to national rates of course taking in 1982, the Council's recent state
data show that enrollments have increased at all levels of high school science and
mathematics during the 1980's when state graduation requirements were raised in many
states. Enrollments in algebra | increased from 65 percent in 1982 to 81 percent in 19%),
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in algebra 2 from 35 percent to 49 percent, and ia calculus from S percent to 9 percent.
Enrollments in blology increased from 75 percent in 1982 to 95 percent in 1990, in chemistry
from 31 percent to 45 percent, and in pbysics from 14 percent to 20 percent.

Sixteen states reported science and mathematics course enroliments by student
gender. The data show that rates of course taking are equivalent for male and feraale
students from junior high courses up through trigonometry and chemistry. Boys comprise
S5 percent of enrol*ees in calculus and 60 percent of carolle:s In physics; girls comprise 55
percent of enrolieer in advanced/second year biology.

Teachers of Sclence and Mathematics. The Couscil report also includes indicators
of .cacher quality and teacher supply and demand. Data on teachers in 30 states show that
nine percent of high school mathsmatics teachers ure not certified in math=matics, and eight
percent of biology teachers, eight percent of chemistry twachers, and 12 percent of physics
teachers are “out-of-field." State-by-state data show that scme states have 20 to 30 percent
gf mathematics and science teachers assigned out-of-field while others have none out-of-

eld.

Forty-two percent of all high school teachers of mathematics majored in that field
in college, and 54 percent of #11 high school teachers of sci~nce majored in a science field.
The percent of mathematics teachers that majored in mathematics varies by state from 17
to 62 percent, and the percent of science teachers with majors inscience varies from by state
from 31 to 73 percent.

In all states tucre is wide disparity between the percentage of students that are from
racial/ethnic minority groups and the percentage of minority science and mathewnatics
teachers. Data from 33 states show that while 32 percent of students are from minority
groups, 11 percent of mathematics teachers, 10 percent of biology teachers, and 7 percent
of chemistry teachers are from minority groups.

The majority of high school science and mathematics teachers are male, but the sex
distribution varies considerably by subject and from state-to-state, Forty-five percent of
mathematics teachers are women; the propontion varies by state from 21 to 69 percent.
twenty-two percent of physics teachers are women; the proporiion varies by state from 10
to 49 percent.

State data on the age distribution of teachers show that 20 percent of high school
mathematics teachers and 22 percent of science teachers are over age S0, while, by
comparison, 21 percent of all high school teachers are over age 50. The proportion of
mathematics and science teachers over age S0 varies by state from 10 percent to over 30
percent. .

State Education Indicators System, The Science and Mathematics Indicators Fioject
is one part of the efforts of the Council’s State Education Assessment Center to establish
a system of state-by-state educational indicators that are used to regularly report on the
condition of education in the nation and the states. The Assessment Center was establishied
in 1985 to coordinate the development, analysis, and use of siate level data.

The Couscil’s new report on science and mathematics indicators was written by Dr.
Rolf K. Blank, the projert director, and Ms, Melanie Dalkilic, the project assistant, Copies
of the report, State Indicators of Science and Mathematics Education, can be ordered for
$12.00 per copy, pre-paid, from: Council of Chief State School Officers, State Education
Assessment Center, 400 N, Capitol Street, Suite 379, Washington, D.C. 20001, (202) 624-
7700.
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*ACHIEVING NATIONAL EDUCATION GOALS®

STATEMENT OF GORDON M. AMBACH, EXECUTIVE DIRECTOR. CCSSO
BEFORE TAE SUBCOMMITTEE ON
ELEMENTARY, SECONDARY & VOCATIONAL EDUCATION
COMMITTEE ON EDUCATION AND LABOR
JUNE 27, 1991

Mr, Chalrman and members of the Subcommiitee: the Congress and the President
have a usique opportually to cast a sew direction for Federal programs which Is necessary
to reshape the education of Amserican studests for the 21st Century. The context Is right
and the elemsents can be combined In Federal legislation which would be as significant in
1991 for the improvement of American education as was esactment of the Natlona) Defer-e
Education Act of 1958 and enactment of the Elementary and Secondary Education Act of
196S.

Last year the members of this Subcommittee and the full Committee worked very
hard in a strong, bi-partisan fashion to develop a nations] education goals bill, H.R. 8932,
the Excellence and Equity In Education Act of 1990, Ia October it passed the House, ot
only once but twice, Unfortunately, it was susgged in the Senate oa procedural grounds in
the very last minutes of the session. I¢ HLR, 5932 had passed, you wonld sow have in place
au endorsement of the goals and Federsl policies to schieve the goals; the adult literacy
program; & major professions] development program; a merit schools program bullt on
Chapter 1; alternative certification of teachers; a flexibillty demonstratios; a demonstration
of use of choloe Ln the public schools; and other activities designed to provide the Federal .
component for mplementing national goals. It Is & shame the act did not pass last year
10 enable the nation to lmplement the program rather than recrafting the legisiation.

National sctivity sow focuses on progress reports on (he natlonal gosls for education.
The new Councll on Standards and Testlag began Hs work just Monday, The activity
centers On stating the goals, measuring progress on the goals asd reporting on them, but
Federal nctlon (o assist siates and localities to actually achieve the goals Is at ground zero,

Since last November, we have been urying the Congress to take the ne’’onal goals
bill as & matter of first importance in 1991, Congress has deluyed action ;<nding receipt
of Adminisiration proposals. You kave them, and I urge the Conziess, as rapidly as
possible, take this ome major opportunity you will have Ia 19%4 and 1992 to act on
improvement of elementary snd secondary educstion with » .mprehensive and coherent
nstiosal education goals act.

The components of suck am sct are In many vespects already avaliable to you, The
task I8 10 craft them Isto a siaghe strategy. To assist In this process we have recommended
a legislative design for America 21. It starts with key provisloas of H.R. 5932 snd S22,
Strengthening Education for American Famliles Act, curvently reported out of the Senate
Committee on Labor and Human Resources and being considered together with the
proposals of America 2000, [m the outline and Summary attached to my statement, we have
summarized the major toples of the act and, by reference to certain bills before the House
of Representatives and the Senste, recommended s way Lu which the best elements of these
several bills may be drawn together is a Federal strategy for supporting the change needed
to achleve a complete system of high performance schools for this country,

A 1.3
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sclence, There is an additional need for a major Federal {altlative and commitment of
resources focused oa mwore comprehensive restructuring or fystemic change. We
recommend this under Title 111

Agreement on nationsl educatlon goals has come with great speed and with the sense
of need for natlonsl consensus on action to achleve them. Agreement on strategles for
Implementation, aad, particularly, the specific Federal role In eductlon, has bees much
more Jdifficult. To achieve mational goals cequires that the major types of Federal
intervention ~ support for student access and equal opportunity; support for research,
development and demonstration of innovative programs; support of sialf development; and
suppart for materials and learning technologies — are used to the fullest extent. The new
Federal effort must be bullt around coordinated use of Federally-funded activities connected
directly with state and local Initiatives to reforsa schools, The funds must be used in
accordance with comprehensive, long range state and local plans,

If Federal programs are to be a driving force for large scale education system
change, four concepts which have beea well established In restructuring of business, military
and other services, must be applied.

1 There must be a thorough design of strategies by those responsible for
education performance which integrate actions (o move step-by-step from the
present to desired high performance schools. This design work must be done
by the authorities who control the resources of the education systems with
assistance of the best expert advice available. The parts of system change -~
R&D, staff development, technological change, {mplementation and
assessment -~ must be aligned through an integrated change strategy.

The lessons of E.deral, State, and privately supported efforts over the past
25 years indicate Pievemeal programs addressing components of the system
do not result In systemic change. Whea R&D is done through one
Jurisdiction, staff development through another, iearning technologies through
yet another - these separate efforts, which may result in Isolated positive
results, do not add up to systemic change. When Federal programs are
administered sometimes through the states and sometimes directly from the
Department of Education to LEAs, there Is no cohesive or muitiplier impact
from the Federal expenditures.

Federal funds for change of elementary and secondary education (6% of total
expenses) must be linked with state education funds and local education
funds If leverage for change Is ‘o occur. Thit . dree sdministration of
Federal programs through State and local educatio.- agencies under Federally
approved plans,
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Programs (o support education research and devel-pment and to establish
mew Aigh performance schools must be reshaped Into a strategy for
daveloping an eatire system of high performiag schools, Some comments
about the Administration’s proposals for R&D and mew schools |s In order
to lead to our recommendation.

"We commend the America 2000 program for busismess community and

business leader funding of education RAD, The effort (o provide R&D for
comprehensive school change ls particularly welcoms. There are, however,
two enormeous gaps In (he Administration’s program: first, fhis privitely
supported RAD program Is not directly connec o8 with the Instututions that
operate schzols, state education agencles (SEAs) and focal education agencles
(LEA»;. Seocond, the effort is not linked with any increase in Federally
funded R&D or with the administration and use of current Federaily funded
R&D,

We cannot comprehead why : 3¢ Admisistration bauks solely oa a privately
funded and managed effort of rutearch as the centerplece of lts design for
change for the most important funcilon of government ~ education. Private
enterprise may help, but It is not sourr! to expect education R&D should be
assigned (o the private sector any mtore than the aation would assign R&D
for health, security, transportation, or other services to private enterprise.
Furthermore, R&D for educavion has long beea considered & major function
of the Federal government. Has (he Administration given up on the
Department’s capacity to provide leadership ia educatioa R&D?

We welcome privately fuaded R&D, but If it is intended to heip change a
large and complex public enterprise, it must be linked directly with that
public enterprise. We urge the Congress (o establish within DOE a major
R&D institute, with counterparts Incorporated ia the siates, which has the
mission of R&D oa comprehensive school change and works at real systemic
state and local problems and solutlons. Private contributions to this institute
for education R&D chould be encouraged and Incorporated in a total
prograsa of the institute to be both privately and publicly supported. Indeed,
private contributions should be considered an incentive to expand Federal
fuading for R&D through a maiching program. Each private doitar should
geaerate aa additlonal maiched Federal doliar for R&D. This would double
the effect of private effort envisloned in America 2000 and could lead (o
support on the order of $400 miillon. By linking the institute program
directly to state and local R&D, a multiplier effect in doing the research and
using it to change school practice is attained,

The authorization of the new research and development institute within the
Unlted States Department of Education and a separate authorization for the
appropriation would be included in Part A of Titee ML :

We need to be reminded of the magnitude of reforming American education,
a systern with 110,000 schools and $230 bililon of expenditures. Schools must
change one by one, but they cannot be reformed unless local and state
systems provide the leadership, assistance and support for reform, Theentire
system cannot be reformed unless there is a structured patiern to connect
R&D with start up money for demonstration schools and, then, connect the
resuits of demonstration schools with all other schools. There must be a plan
for effective multipiler effects from early models to univers. practice. The
task may start with S00 schools, but we cannot start sensibly uniess we know
how the start leads to multipiication rapidiy reaching 1,000 and 10,000 and
tens of thousands of schools in this decade.

We believe it is imperative (0 concentrate Federal funds on a “change’
strategy which links the Federal effort with state and local plans for change

to high performance, Even If ali the Federal education programs were
aligned in such an effort, the totai Federal leverage In the system would be

]

1.5
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around six percenat of expenses. Federal funds which would be added by this
must connect with other Federc funds and must be wsed to leverage
stats and local funding for change.

We-uulnuhmthulouluholdurlmndmhnmsm
programs and projects for reform. The Federal offort must have flexibility
w-mmmammm-mm.-wm:u
memmmnm-mmspmm;otum
and approaches,

mmmmmwmmunwumn
111, Parta B, C, and D. m:ppmpﬂulolbrmupmpmwwldben
muuuamnmmnamummmwodmuo-
agencles for the thres purposss. Minimums for allocatioa for professional
Wmmmwmumum with flexibllity
brlhmllnllocalblolhudlumrdluwlmupun. The staie plan
mmmmmmnmmnmuumuunmoum

schools wsing the Federal rescurces for research and
development, start wp demonsiration grants, professional development and
learning tochnology.

Part B should be Liaked together with the R&D program la Part Asothat a
state plan and program and kocal prajects would not be approvable unless
there were axplicit commitments to iacorporate RAD findings In the
development of high performance schools. Similarly, Part B would be joined
with the Federal programs of siaft development s0 that a state plan and
program and local projects would mot be approvable unless there were
explicit commitments to Incorporate use of staff training funds in the
development of high performance schools,

To start up or transform an existent school to be a high performa. - schools
requires an expendilure beyond regular operating costs. This enables
planning, design, bullding conseasus on mew direction, purchasing new
materials or equipment, restructuring facilities and establishing new ways of
operation for schools and school districts. Theve must be start up funds to
leverage change, and they may be needed during a one year period or perhaps
over several yeara for 8 school. Federal funds for this purpose should be
allocated to the states on a formula based on Chapter 1 funding, with a focus
on creating high per->rmance schoois with priority to serve Chapter I-¢ligible
students, These funds would be used over the decade to establish an
increasing sumber of high performance schools through a program directly
linked with professional development and s& emphasis on incorporation of
learning technologles.

Federal funds for high performance schools would be administered by state
education agencles which would be encouraged to increase the number of high
performance Schools as rapidly as possible, ‘This could be done by
establishing this program initially for a period of five years with fund
allocations \stablished for each of the years. A state which is atie lo
sccelerate implementation toward complete systein reform could do so under
an approved plaa and be assisted by advanced Federal funds credited against
(he state’s future allocations. No state could recelye more thaa u total of its
five year aliocation. This provision would stimuiate system planning and
enable those states making good progress to reach thele goals earlier,

The aggregate program under Parts B, C, and D would be authorized at one
bililon dollars, an amount which is In line with the addition of the several
parts of America 2000, HR, 5932 and S2 on which it is based, The
suthorization must be of that size to assure comprehensiveness of strategy
and success.
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3, Restracturing of busincss and the military has occurred only where persounel
have boen trained exter dvely and continmously to changs tae way they work.
Restructuring requires personnel to werk "smarter.’ It doss little good to
wock smart with yesterday's or 1ast year's mathods, practices or equipment;
worimnmnm keep curreat, which means substantial continuing lavestment
In training.

The change sirategy (o schiers national education goals must put highest
value on siaff development, both pre-service and on-the-Job, Teacher tralaing
was at the heart of NDEA. It has beem a part of Federal programming Is
various Acts, such as the Higher Eucation Act. But funds for this purpose
are far below the need if education practics Iv to be changed systemically,
H.R.5932, Tiile IV, includes programs for both pre-service and on-the-job
profe.sions] developme 1t In a way which aligns the staff development projects
with the other componests of sysies chasge through state plans and
sdministration. These provisions wer: passed by the House last year and
ag. oed to by the Administration and St aate leadership. They would be la law
now were It not for the procedural Llocit s the Senate iast October. We urge
those provisions be suthurized us Tule 111, Past C, of America “1 and
rcommend one half of all funds for Pexts B, C and D be committe” .o staff
development,

4, The driving force for restructuring business, military, and other services has
beea technological change. The impact of developments In computstion,
sutomation, robotics, and telecommunications In enterprisns other than
schools is abundant., Yet, learning technologies are at the margia in most of
education. They will stay therw unless sirategies for chamge Incorporate
requirements for wse of learning techuology st the core of education
restructuring, Separats categorical programs for learning technology will moi
changs the system. Use of learning technologies must be required is use of
start np fonds for high performance schools and In stafl development
programs. Owr recommendation for Part D requles not less than i0% of
funds for Parts B, C and D for this purpose, This makes learning technology
integral to the other activities. :

These four comeepls are essential to 8 sirategy for change to a system of bigh
schools, We hope you sgree and, together with colleagues in the Semate, bulld
this part of the aational goals bill around them. Wa recommend also two oiher parts of
this title - Past E, Flexibllity for Educational Performance, and Part F, Demonstrations of
Educational Opportanity and Options for Parents and Siudeats. Wa have supported carilier
versions of *flexibility and will support HLR. 859 if it includes state agescy sign-off on local
performance agreements; proviclons of funds to state education agencles for required
techaleal assistance; and reimbursement for the costs of those states which participste In
the review of regniatory burdea.

I will comment more about the "cholce* demonsiraiton program and other proposals
for "cholce® later. Before Seaving the proposals for high performance schools and America
2000, 1 must draw out a fundamental lssus of educatlon governance imbedded n the
Adminisiration’s prograsm. The Admluistration proposes 8 radical change In governance
of Federal eduestion programs by reassigaing respoasibliity from state and losal education
agencies to Governors. America 2000 assigns Governors direct control and administrative
responsibilities for the selection of mew American schools; designation of merit schools,
selection of professional development academies for teachers and professional developm.nt
academies for administrators, awards to teachers, and approval of the Chapter 2 program.
The proposal does 30 without one word of explanation or rationale as (o why such a change
would better achieve the educational chjectives of the program.

I there are goud reasons for the change, let the Administration advance them for
open debate, We urge that the America 21 program presented here, Including any perts of
America 2000 as yon might incorporate, be administered by state and local education
agencies and not by Governors for these reasons:
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1)  Administration of America ZIpmmllwo!ldhlllMllnnby, with
evistent siate and local education amthority for state and local funds. 1t s
:::t'l‘:‘::ul'm funding (6% total expenses) for leveraging siate and

2) Mmlmtntlonormzlpmmllwuldbllhmwm
nd-lmunuonolotlul’edenloduauupmmlludusmmhu
mmul,mummzuuwmamummum
Handicapped Childrea Act, ste. Tals Is critical for galaing maximum
mm—wmm-ﬂmm.

3)  Administrative assijnment of educsiion respousibility to the Governors would

mulppom-mv‘rdolu‘mml.appoINanotMngh
other specific authority. lu this lw,mhnwudcovmon'
iafloence In education. declsiu-waking. If » state desizes .0 grant grester

wmcm.nmmeom.mmmnup‘.um The
mhdthcowhdwloammhm“mdwam,mhdml,
law. )

4)  Authority of SEAs b0 administer Federal education programs is part of ihe
longstanding United States’ tradition of assuring that education of children
and adults s won-gartisan.  State structured ot education have been
established with state boards of education and chie state school officers

of ofher functions of governmest o guarames education of
childres and adults transcends partisan polities.

M!Nhulhwl.utmlolhlw:mﬂhclppmhu
nwmmmhmmmwmmm»wu
--mummmm«mm-mm-mumn
local and municipal governmsest, muudhpnbllepo&‘_vtoduhtudd
further nom-partisan structure for lesdership of education through
mumwnwwmwmnummmm-
uklutothnhoollmlndpnmhr.mnnmotuhoollmhmq
upmuhludeuml_wﬂlhmpmm

Foderal legisiats » ‘wmwumunhulonndm-n
tmportant Federal principles in educsilon where non-partisan approaches
have two centuries of standing Federal pi-grams have bes and will
wmuwummmumpmunmmwumm
agencies. mtmannMumotmﬂllmlhum-
wall for creating new schools, operating professional development academies,
rewarding teachers, and other purposes.

Mqlntmmwmmuolpumludmdntopcmmmmlou We
mmummmmmmmupmmwmuu
chhhn:ﬂheﬂ.ulmrpuﬂdl-lﬂ.”ﬁdl’”,hlulw in the
comprehensive Aseriea 21 program. The House approved these provislons. The
Mdnmmmmn.pudum-.ndlhqunappmmu
-Mumwmmuuuhuurmnmm-mw-mu
the same way Foderal funds were used In tha 60’s snd 7¢’s In demonstrations of alternative
anmuunuks:mmmm

wmmnummuummwwmunwlq
dmabmdmmm;thmmdmblk funds for the sapport of
dmdmumupdmumumawmmum Throngh
such demoustrations, K Is poulbktounnmnmlulu Is the Intention nf the
mummmm lm.mmﬁmummmum-w
mmm-wmmm-mmmmmmnunmummm
scholee® (except where the courts find & Coustitutional bay) by inclading thex in 8 Dew
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definit;on of "public school® America 2000 states, "The definition of "publlc school’ should
be broadened to mean any school that server the public and 1s held accountable by a public
authority.* (p. 31).

We oppose the commitment of a large scale Federal program of certificates for cholce
or of the significant alteration of Chapter 1 and 2, programs which salready provide services
for children im mou-public schools. These proposals are mot sound. The enmergy and
resources proposed for them should be redirected into the central thrust of a restructuring
program which pravides research and development, demonstration funds, staff training and
learning techrologies to develop bigh performance schools.

Mr. Chalrman and members of the Subcommittee, thank you for the opportuniiy to

comment on these essential issues before you. We hope an America 21 Act will be reslivwn
In 1991, and we will help ia any way to make that happen. Thank you.

HE#

45-246 0 ~ 91 ~ 5
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America 21
Achieving National Grals for Education
Juma 27, 1991

oo six goals; adds goals for higher
education and teacher quality; and sets policics for federal programs related to goals
(HR. 5932, 52).

Provh!onswmundlmpmvewlychﬂdhoodeducaﬂon
services through Head Start and other programs (S. 911),

: School completion, student achievement and competitivencss
in mnh,tmdu and science—Creating High Performance Schools for the Nation.

Pant_A-Research and Development for High Performance Schools-Builds on
America 2000 proposal by authorizing public and private education R & D effort to

de $40 million over three year program umder leadership of new Institute for
Education Research in USDOE.

Part B-Creating High Performance Schools-Start up grans 1o create high
performance schools. Combines concepts from S, 2, Education USA (S. 1135, HR.

" 1669;), and America 2000 (H.R. 2460, S. 1141) to create high performance school
~ projocts and build state-by-state systems of such schools. Combined appropriations
for Part B, C, and D. Funds used under state plan for Parts A, B, C, and D.

MMMMLMW-MIM development

audm!a(nceivluam(nlmumot”%olhndnundothlgbperfommnhooh

.wmmh&u)wmbﬂshandmuinhllhpeﬂommmoh;wmamﬁow

thmndsﬂunhowe:nnndAnﬂﬂepmpmMuﬂbﬂshuamt

tmdecowls ;io‘n)pmym (BulldionH.R.S9320(l990.S.329. H.R. 2495, H.R. 2460,
. 1141).

Wwwlmmumwﬂmdm
performance schools (not less than 10% of high performance schools’ sppropriation)

and expands Star Schuols (S. 2).
.. Demonstrations of flexibility with
federal programs based on H.R. 859.
Demonstration projects based
on H.R. $932 of 1990.

i .Adult literacy proposals of S.
2. and H.R. 751, Other key provisions for youth and adult employment preparation,
including youth apprenticeships, to be sdded.

1 & Authorization of comprehensive services program
of H.R, 812, S. 1133 and potential revisions of Drug-Free Schools.

MMWW~MW ACCESS program of
S. 1134, Student aid application simplification of §. 1137 and other provisions to be
included in HEA reauthorization.

mendmmmmw--s. 2 Title
11 establishing goals monitoring pancl. Establishes National Board for Student
Assessment,
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AMERICA 21
ACHIEVING THE NATIONAL EDUCATION GOALS:
A FRAMEWORK FOR LEGISLATION

June 27, 1991

The foundation for "America 21" is H.R. 5932, S. 2, and other bills structured to
relate Federal programs to achievement of the goals. The bill must be comprehensive to
address all goals and it must provide a streamlined, coordinated use of federal resources
targeted to ,yrogram strategies for changing the education system on a large scale basis. The
bill should contain the following titles directed to achieve the national goals:

This title should codify the six
national goals, add two important goals for higher education and teacher quality, and link
each goal to the fedcral programs key to its achievement through policy statements
committing resources to those programs. (H.R. $932 and S. 2, Title 1.)

; S. 911, the School Readiness/Head Start Entitlement
Act, should be included as Title II, S, 911 makes Head Start an entitlement and expands
vital health and social services for preschool children and their parents.

To assure that every economically disadvantaged three- and four-year-old child has
access to early childhood education and development requires expansion of Head Start
linked with other federal, state and local efforts. The objective is service for all eligible
children, but all eligible children do not have to be served by Head Start dollars. The
combination of programs should meet the objective.

Head Start dollars are allocated based on each state's proportionate share of eligible
children, These funds should be used in a state plan which leads to service for all children
entitled to such service,. When all disadvantaged three- and four-year-old children are
served, whether through Head Start or some combination of Head Start, Even Start.
Chapter 1, and state and local initiatives, states should e authorized to use additional Head
Start allocations to upgrade the quality of services, initiate programs for parents and
children younger than three years, and/or to extend services of a "follow through® nature to
Head Start eligible children in the early grades of school. This provision would encourage
states and localities to expand their own initiatives for three- and four-year-nld ckildren and
to reach the objective of full service to eligible children more rapidly with fairness in
allocation of funds among states. States would be permitted to exercise this option by
submission and approval of a joint plan by the state education agency and the state agency
primarily responsible for children age 0-5 by the Secretary of HI4S,

Title 11l Goals 2, ). 4. and 7; School Completion, Student Achievement. and
Competitlveness in_Mathematics and Science, The goals of increasing graduation rates.
improving student performance, and attaining world preeminence in mathematics and
science are inseparable. Achieving these goals depends on large scale system change in
education through an integrated program of research and development, high perfnrmance
school demonstrations, teacher and school leader training, and use of learning technologics.

Title HI of America 21 should include these components with requirements for the
components to be planpad and used together according to state and local plans. The title
should be structured as follows:

Part A .« R & D for High Performance Schools. Creation of a system of high
performance schools must be based on research and development supported by both public
and private sources. The R & D effort should be led through an R & D Institute within the
U.S. Department of Education which administers a program to solve systemic state andlo |
education problems. The Institute should be authorized at $200 million aver 3 years, with
provisions for the federal funds to be used on a match, doltar for dollar, with contributions
from the private sector fur the Institute. This woult' double the effect of the private funding
and lead to support of up to $400 million for educational R & D,
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Thie Institute would support R & D in national centers and for states or consortia of
states on high performance schools. The Institute’s work would be linked to state and local
development of high performance schools. State plans and local projects for high

rformance schools under Part B would be required to include explicit commitment to use
the & & D studies and findings in thelr projects.

Single State Plan for Parts B, G, and D. Parts B, C; and D below to authorize and
provide funds for states to establish high performance schools, recruit and provide new
professional development opportunities for teachers and school leaders, and use learning
techmlugies are connected through the submission and approval of a single state plan for
allocatlon and use of the funds among the three activities and integration of the program
cogapoaunts,

Purt B - Creating High Pecformance Schools. To start up or transform an existing
sehoul to be & high performance school requires an expenditure beyond operating costs for
plroning, design, building consensus on 8 new direction and establishment of new ways of
operation for schools and school districts. These funds to leverage change may be needed
;: nd one year period or perhops for several years for any school. Part B provides such

nding.

Part B is built on key concepts contained in Model Schools of Excelience (Title v
nf S. 2), Education USA (H.R. 1669 and S. 1135). and the Administration’s New American
Schouls (H.R, 2460 and S, 1141). The funding is targeted on those schools most affected
by poverty and low performance. Funds would be used to create high performance schools
for children in those ronditions, although overall state and local plans for systemwide high
performance scheols would not be limited to such schools. Funds for projects would be
awarded on the basis of the merit and potential of local project applications, High
performance school nrojects would be judged on the merit of their identification of
measurable goais rel, i to the national goals to be achieved through the school, the focus
on schoolwide impravement based on sound R & D, use of learning technology and staff
development, community fnvolvement in the improvement plan, and performancc-based
evaluation with contiued support based on high performance. Program specifications
follow;

o ‘I'e total authorization for Part B, Establishing High Performance Schools, Part C,
Teacher and School Leader Development and Part D, Leaming Technology, should
be $1 billion.

] Each state would receive an allocation by formula based on its allocation of Chapter
1 funds (basic and concentration grants).

o Each state desiring to participate in the program must submit an application by the
state education agency, including a state plan developed in consultation with a state
advisory committee which includes education experts and representatives of the
governor, the state legistature, higher education, business, and labor.

o The state plan must include a description of the allocation of funds among Parts B,
C, and D; how high performance schoals will be selected: how the state will assure
R & D iesults will be implemented in high performance school projects; how
teacher/school leader development programs funded under Part C wiil be connected
to high performance school projects; the critcria related to the national education
goals used to evaluate progress of high performance schocls and determine
continuing funding; the cunnections between state and loca® grograms for high
perforr ance schools and this Act; the coordination among us¢ of funds under this
Actwi.  “apter 1 and other federal programs; and the creation of a complete state
system . igh performance schools and the steps to be taken to build on creation
of the fi... schools, equal in number at lcast to the number of Congressional districts
plus two, to a steady increuse toward 100% through the decade.
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Each state education agency in the first year would distribute 85% of its allocation
on & competitive basis to LEAs or consortium of LEAs based on their applications.
In the second year and thereafter, 909 would he so distributed. No less than half
of the in-state allocation must be used for Professional Development Academies
under Part C, and no less than 10% of the in-state allocation must be used for
learning technologies in high performance schools (Part D),

The SEA must make competitive awards to at least as many high performance
schools projects as the number of Congressional districts in the state plus two.
Awards of Federal Part B funds could be made to LEAs for use only in schools
serving Chapter 1 students, All LEAs and schools in the state would be included in
the long term state systemwide plan for high performance schools, but Fede ral funds
under this Act would be targeted toward schools serving Chapter 1 students.

Tn the first vear of the program, funds allotied for statewide activity under the state
education agency would be used as follows: up to 5% would be used to design the
statewide plan for high performance schools and the strategy to achieve the plan; no
less than 8% would be uscd to provide assistance to local education agencies on use
of R & D findings and preparation of locai plans and applications for the programs;
nor more than 2% would be used to administer the programs under Parts B, C, and
D.

In the second and subsequent years of the program, funds allocated for statewide use
for the state education agency would be used as follows: not less than 8% for
technical assistance and huild out of the state design for a system of high performing
schools; not more thun 2% for Administration.

Part C -» Teacher and School Leader Development,

Professional Development Academies, In-service training is key to preparing teachers
and administrators for changing learning and teaching in our nation’s schools,
Professional Development Academies established through consortia of LEAs and
THEs should be authorized as in H.R. 5932. In order to foster maximuin schoolwide
coordination and reform, the academies should be crafted to serve both teachers and
administrators at one location rather than the establishment of separate acadernics
as proposed by America 2000, The steady federal match of 75% provided for in
H.R. 5932 should be adopted rather than declining federal investment proposed by
America 2000. Other teacher programs to be established with additional targeted
funding would include items from H.R. 2495.

National Teacher Corps. A National Teacher Corps funded at $70 million would be
established as proposed in H.R, 5937 ‘The program should provide grants to attract
highly qualified individuais to teaching and help meet the needs of states with
teacher shortages.

Fisenhower Math and Science Teacher Training. An additional 350 million in
funding for the Eisenhuwer program as authorized by Title IV af 8. 2 should be
provided. The Eisenhower pragram would be amended to require that use of lunds
be linked to state ang loca! high performance school plans.

Christa McAutiffe Teacher Fellowship Program, The current MeAuliffe program
should be revamped and funded at a level of $27 million as provided for in §. 320
1 create needed opportuities for uccomplished teachers to expand and upgrade
their professional skills and work with other teachers and school districts to improve
in-se: ice training, statf development and student achicvement. ‘The McAuhite
program would be amended to require linkage in use of those funids to state and
local high performance school plans,

134
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o Teacher Recognition. A $5 million teachers awards p-ogram for excellence in
education as provided for in H.R, 5932 should b2 established in eachi state to provide
recoﬁnition and financial rewards 10 teachers who meet the highest standards of
excellence,

Part D -- Learning Technologles, Learning technologies would be supported by the

~ 10% of the in-state allocation to high performance schools under Part B. The state plan for

high performance schools, including use of funds under Parts B, C, and D would include a
duscription of how learning technologies will be expanded to 100% of schools over a six-year
period. In those states participating in Star Schools, the plan should also describe how the
program will serve bigh performance schools. In addition, the increased authorization for
the Star Schools program in Title IV of S. 2 should be adopted.

Part E - Flexibllity for Educational Performance. Demonstration projects are
needed 1o test the impact of combining various Federa) programs and gaining relief from
regulations. This part should incorporate the provsions of H.R. 859, introduced by
Congressman Goodling and based on the provisions for educational performance
egreements contained in H.R. 5932 of 1999, H.R. 859 should be amended to provide state
agency sign-off on local performance agreements; provision of funds to the state education
agencies for technical assistance; and reimbursement for the cost to those states participating
in the review of regulatory burden,

Part F - Fducational Opportunity and Options for Pareats and Students, Title VI
Part E of H.R. 5932 should be included 10 provide for demonstrations of state or local
policies for gpen enroliment among public school programs, parent involvement programs,
and improved methods to involve business and communities in public education,

Applications would be required to assure that any project assisted will not
discriminate based on race, religion, color, national origin, sex, handicap, or impede the
progress of desegregation, Funding should not exceed the $30 million authorization of HR.
5932.

Title IV, Goal S: Aduls Literacy and Economic Productivity, The national literacy
initiative authorized by H.R. 751 and Titie 1l of S. 2 would become Title IV of America
21. The provisions should be modified to assure the programs are well coordinated with
state adult learning programs and that consortia of LEAs are eligible to operate Even Start
projects. Additional leg’slation designed to strengthen preparation for and retraining for
employment of both youth and adults should be made part of Title IV. The legislation
should place emphasis on the combination of training at the school and workplace.

Titke V. Goal & Safe, Drug-Free Schools Student performance is affected
substantially by the quality of the school environment and the availability of comprehensive
services supporting good health, and family social and economic strength. Impoverished
children and youtb must have coordinated education and community services.
provisions of H.R, 812 and S. 1133 for comprehensive services for children and youth,
should be incorporated as Title V of America 21. The provisions should include
demonstrations of the waiver provisions of the Administration’s America 2000 flexibility
proposal. The program should be administered by state education agencies and assure that
LEASs are the lead local agencies.

Provisions of t.2 Drug-Free Schools and Communities Act would be referenced
under this title. These are currently under consideration by the Committee.

Title V1. Gosl 8 Access to Postsecondary Education, Federal programs and
straiegies t0 achieve Goal 8 will be contained primarily in the Higher Education Act
teauthorization. The reauthorization should include provision for Pell Grants to be made
an entitlement. The provisions of S. 1135, the Student Aid Simplification Act to streamline
the needs analysis for student financial aid should be adopted.

1754
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The provisions for America’s Commitment to Coilege Education and Success for All
Students (the ACCESS program, S. 1134) should be included in Title V1 of America 21.
This program establishes early intervention programs for 6th to 8th graders and awards
scholarships to disadvantaged students as incentives for postsecondary study. S. 1134 should
be modified as follows:

0 The eligible recipients for funds to establish or expand carly intervention programs
should be LEAs, not individual schools. lLocal education agencies are the fiscal
agents for schools, Operating the program through LEAs can leverage district-wide
r :plication and expansion of successful projects. SEAs should not administer the
program to individual schools.

[ ‘The formula for distributing funds for early intervention programs to SEAs should
be each state's relative share of Chapter 1. This formula best targets funds on the
students in need of ACCESS and is a well-established means for distribution.

; Assessing Student Performance and Monitoring Goals, The provisions
of S. 2, Title I1 to establish a panel to monitor progress on the national goals is included.
Continuation and expansion of authority for the NAEP State-by-State Trial Assessment
should also be included. :

Major issues of establishing standards and procedures for nationwide assessment--
both program assessment by sampling and individual examinations— must be addressed
through Federal action, A National Board for Student Assessment as recommended by
CCSSO (testimony, March 7, 1991) should be established to set the directions for a
nationwide assessment system with the appropriate components of program assessment and
an individual examinations system based on the same standards to be established through
the Board.
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TESTIMONY ON CHILDREN'S TRUST INVESTMENT ACT OF 1991

GORDON M. AMBACH, EXECUTIVE DIRECTOR
COUNCIL OF CHIEF STATE SCHOOL OFFICERS

MAY 14, 1991
U.S. SENATE SUBCOMMITTEE ON CHILDREN, FAMILY, DRUGS & ALCOHOLISM

Mr. Chairman, members of the Subcommittee, 1 appreciate having the opportunity
to present a statement today on behalf of the Nation's state commissioners and
superintendents of education concerning the legislation you are introducing, the Children’s
Trust Investment Act of 1991. The bill authorizes &1 important strategic investment
America must make in children and their education by providing a dedicated Federal tax
for key children's programs, including education. We strongly support your effort to link &
new revenue source directly to services for children.

You have heard other testimony as to the need for an increased Federal resource for
education and children's programs. I'will not repeat those points made.

1 must emphasize that if we are to achieve national goals for education, we must
make a greater national investment in a commitment to Federal education programs. We
must serve all eligible children for Chapter 1; provide the 409 Federal share for services
to handica: sed children; authorize and fund a Federal program to recruit and train
qualified teachers; increase and enhance the proven programs that promote educational
research, assessment and replication of promising practices; undertake new initiatives to
facilitate the school-to-work transition and assure access to postsecondary education without
forcing students and their families to incur crunching debt burdens. An essential way to
provide vital new resources for proven education programs cnd strategic new education
initiatives is the enactment of a dedicated tax for education

Last November our Council, for the first time, unanimously recommended the
enactment of & dedicated tax for education. Legislative specifications for the dedicated
revenue and the programmatic increases we propose are attached. The concept of a
dedicated tax to provide funds for programs, including education, is at the heart of the
Children's Trust concept. That part of the bill we support strongly.

The dedicated tax is the only way significant new resources can be directed to key
Federal programs. The Budget Enforcement Act, as Gramm-Rudman-Hollings did before
it, precludes increases to levels of investment needed in any domestic priorities. All
programs must "pay-as-you-go” with specific new revenues, or compete in the "black box”
with programs contending to be essential to our national objectives.

The new revenue should be directed to education programs. The poils show the
great willingness of the American pubiic to support taxes targeted to education. This public
attitude should be used to target a new tax to education.

Although we strongly support the key clement of the proposed bill -- the
authorization of & dedicated tax for education ~ we have serious concerns about other
provisions of the bill in creating the vehicle of a “trust® and in the provisions for the use of
fuuds raised by the dedicated tax. You have invited constructive criticism of this proposal
in order that @ consensus can be developed around a significant new means for Federal
financing of children's services. In that spirit, we offer the following comments and
recomiaendations:
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* The proposed use of funds under the Children’s Trust would provide for a
substantial amount of the funding to be used at the discretion of a state for a varicty of
programs, This is in effect a state block grant, or revenue sharing, provision. It is included
presumably in order to assure that the several programs can be coordinated and ~sed
flexibility to meet particular state needs.

We urge that the provision for block granting, or revenue sharing, under the trust be
deleted. Rather, the revenues of the dedicated tax should be assigned soley for use of the
specifically-authorized Federal n-ograms to be supported by the dedicated tax and in
accor..ance with the appropriations priorities established by the Congress and approved hy
the President. The argument for establishing a de.'"cated tax, or a new "trust,” is undercut
if the revenues returned to the states may be used iu a block, or general, way. We believe
it is cxtremely important for the regular processes of authorization and appropriation of
futed: in the Congress to prevail in the use of a dedcated tax for education. The processes
can be followed hy enabling the appropriations committees to control priorities for use of
the tax revenues by appropriating amounts for each of the Federal programs supported by
the dedicated tax and, if appropriate, other peneral Federal revenues.

The objective of strengthening collaboration and cooperation among Federal
programs which provide services to children is better served through the use of other
provisions. For example, one way is to use the proposed "flexibility” bill, such as advanced
in H.R. 5932 of 1990, The Excellence and Equity in Education Act, which narrowly lost on
procedural grounds in the Senate last year aftcr passing the House u.animously. Such a bill
is now being proposed for educatici vy Congressman Goodling. Under such provisions of
flexihility, the state and localities have the opportunity to merge programs designed toset /¢
particular target population groups or individuals in a manner which provides a specific plan
and design for using these funds. Through this route, the objective of collaboration is best
effected within the overall Congressional priorities and to reach the children served through
a variety of programs.

Anothe : example, a statute, such as the Young Americans Act, could provide for the
collu>oration and merging of programs in a manner which is a more effective way to use
funds under the dedicated tax than to open them up as revenue sharing of block grants.
The history of conversion of programs from categorical grants, to more general grants, to
block grants and revenue sharing is not encouraging with respect to increases of revenues
for the states and localities. Indeed, the track record shows that the next step after revenue
sharing, or block grants, is the disappearance or evaporation of the Federal support.

* The technical problems inherent in creating the proposed trust fund must be
further addressed. s it feasible to have a trust funnC which: 1) mixes entitlement programs
and discretionary programs; 2) ircludes p. .. ams under the separate jurisdication of several
authorizing, appropriating, and tax-writing committees of Congress; and 3) should increase
Fedcral funds for the programs but not become the sole source of support for them as the
programs must continue to reccive support also from existent general revenue.

o Finally, it is extremely important to analyze the major strategic question
behind the proposal for a Children's Trust. The purpose of such a bill is to significantly
increase Federal resources for the services to be provided children. The theory is that if the
several programs are gathered together in a single trust and associated with a particular tax,
all the programe will benefit from this central focus on a dedicated tax which will be both
sufficient as a current substitute for other revenues and grow faster and stronger than other
revenues in the future. The theory carries a heavy burder of proof.

One alternative approach is to place certain programs under the support of a
dedicated tax separated from other programs carried as "entitlements." A s.rategy of using
multiple structurez for providing services for children, whether they be health, social
services, or education, may offer a clearer possibility of increasing, Federal resources for
these several purposes, in the aggregate, in the long haul than does an attempt tg place all
programs under a single trust.
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Given the complexities of including both entitlements and discretionary programs
under a single trust and given the uncertainty of Congressions- and Presidential will 0
authorize taxing provisious genuinely adequate in themselves o support the needs of the
programs In the Children's Trust, multiple routes toward financing services for children
seems a sound strategy. This means funding some programs through entitlements, some
programs through discretionary grants; some services from general revenues, and some a
dedicated tax. The use of a new, specific dedicated tax should be focused on the expansion
of educatiun programs with the result of easing the load on general revenues for education.
In the long run that will best belp 1o increase the aggregate amounts of money for all
children’s services from several sources.

Again, we thank you for this opportunity to cxpress our Support for your effort to
generate new resources for children’s programs and to offer comment and recommendations
on the structure and provisions of a "trust,” The proposal descrves careful and thoughtful
consideradon. We look foward to working with you to advocate the need for greater
resources for children and to refine the means (0 realize them.
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May 14, 1991

CCSSO LEGISLATIVE SPECIFICATIONS FOR A
DEDICATED TAX FOR EDUCATION

BATIONALE:

0 A substantial increase in the federal investment in education is needed to assure the
national education goals are achieved, The federal contribution to total education spending
natlionwide is only 6%. While it constitutes only a small proportion of total education
spending, the federal share is key to providing educational access for students most
vulnerable to school failure; improving the quality of teaching and learning; and sustaining
national research, assessment, and education statistics critical tn our international
competitiveness. The goa! of assuring a new resource and funding stream for education is
not to significantly or arbitrarily raise the percentage of the federal share. The objective 1s
to more adequately match the federal commitment to the national need and the priorily role
of education in our standard of living al home and strength abroad.

i} The American people support our system of free, public education and are willing
to raise taxes if the ncw revenues are earmarked for education. Gallup polls have shown
consistently that general ana widespread public opposition to raising taxes does not apply
to revenucs earmarked specifically for education. A recent Gallup survey showed that 63%
of those polled said they would be willing to pay higher taxes for increased federal spending
on education.

i} Current statutory restrictions on spending preclude the level of investment iIn
education ~ecessary to Achieve the goals without cutting other priority domestic programs
affecting chiidren’s health and welfare. The Budget Enforcement Act of 1990 places all
domestic discretionary programs. including education, under a single spending cap that only
wth al the rate of inflation or current service levels for the next two years. The
mitment to education must, at a minimum, double by the mid-1990’s to assure
s are achieved.

- SPECIFICATIONS:

0 Enact a new tax or surtax on business or payroll dedicated to federal edacation, and
develariu! and tralning programs including Head Start.

i} Amend the 2udget Enforcement Act of 1990 to exempt the vevenues raised by the tax
from the provisions o. *pay-as-you-go® and to provide that the discretionary program ceiling
each year whil increase Yy the aniount of the revenues raised by the tax.

0 Provide that the revenues raised by the tax ~ach FY will be allocated automatically
in the annual budget resolution to function 500 and assumed to be increases above current
FY baseline levels for the specified programs (see below).

i} Provide that the revenues raised by the tax each Y and allocated to function 500
will be transferred along with current FY baseline levels for specified progranis to the
Labor-HHS-Education Subcommittees of the House and Senate Appropriations Commiitives
in the 602(2) and 602(b) process.

o Provide that the total amounts appropriated for the specified education programs,
In the aggregate, cannot be less than the current FY bascline levels plus the total of the
revenue raiscd by the dedicated tax.

FUNDING NEEDED TO FULLY IMP! EMENT PROGRAMS RELATED TQ GOALS:

National Goals are related to federal programs designed to achieve them in the table below.
The estimate of need is based on the cost of service for all eligible students for the program,
full funding of the total level authorized, or funding the percent of total program cost
intended by the federal statute. In sume cuses, the new federal program authurized is
included. The rate of revenue growth to meet the needs will he controlled by phase-in of
the dedicated tax. The growth rate of the various federal programs would not need to be

.
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uniform. Target appropriadon figures below are displayed for full implementation, The
total education budget target should be reached no later than FY '95 to assure impact of

these programs to meet the National Goals target date of 2000.

NATIONAL FEDERAL PROGRAM INCREASE IN ANNUAL
GOAL APPROPRIATION TO MEET THE GOAL
(la miliions)
1. READINESS
Head Start $ 5,000
Even Start 200
Preschool Disability Program 600
*  Chapter 1 Preschool 1,000

IJ & 111, STUDENT ACHIEVEMENT AND GRADUATION

Chapter 1 $ 4,300
Individuals with Disabilities Education 3,000
Secondary Basic Skills
and Dropout Prevention 500
Impact Aid 1,200
School Improvement
(Chapter 2, Magnet Schs) 600
Bilingual Education 300
Vocational/Technical Education 500
Educational Research and Improvement 150
1V. MATH AND SCIENCE
Eisenhower Math and Science Program $ 300
Math and Science Scholarships 100
V. LITERACY AND PRODUCTIVITY
Adult Education $ 250
Literacy Initiatives and Libraries 250
*  School and Workplace Learning
. Programs and Apprenticeships 5,000
IV. SAFE, DISCIPLINEL, AND DRUG-FREE SCHOOLS
Drug-Free Schools and Communities $ 400
* Facilities Improvement and
Hazard Abatement 5,000
VIL. TEACHER RECRUITMENT AND RETENTION
* Teacher Training and Scholarships $ 500
VIIi. EQUAL OPPORTUNITY FOR POSTSECONDARY EDUCATION
Pell Grants $ “,600
SEOG, Work/Study, Perkins Loans, SSIG 3,000
TRIO, Historically Black Colleges, 1,500

Graduate Education, International
Education, College Libraries

ALL GOALS CATEGORIES--
v Comprehensive Education Improvement
Through Incentives, Learning Technologies,

and Improvement $10,000
SUBTOTAL (INCREASES TO ACHIEVE GOALS) $41,750
FY 1991 APPROPRIATION FOR EDUCATION 27,430

PROJECTED EDUCATION BUDGET FOR FY 1995 $69,180
* Not yet authorized
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PREPARED STATEMENT OF HON. ROBERTS T. JONES

Mr. Chairman and Members c¢f the Committee:

I appreciate the opportuhity to testify before you today on
the recent report of the Secretary's Commission on Achleving
Ne-agsary Skills (SCANS). My remarks address why the Department
of Labor established SCANS, what it has accomplished, our plans
to disseminate the report, and its broader implications for
schools and the Workplace.

The Context of SCANS

I do not need to tell you that the United States is faced
with an increasingly competitive, global economy. Our ability to
maintain our competitive edge abroad and our standard of living
at home increasingly depends on a workforce that is ready to meet
the growing demands of a changing economy and workplace.

More than half of our young people leave school today
without the skills necessary for meaningful employment. Our
economy can no longer afford the resulting loss of productivity.
These young pecple will pay an unacceptably high price for the
rest of their lives--students who leave school without work
readiness skills will not get jobs in o6ur modern economy. In the
past, young people without work preparation skills could count on
making a decent living as they gained experience in the
workplace. Today they are not likely to get jobs at all.
Employers have little choice but tc select the applicants who
have skills over those who don't.

Our hation must do a better job of preparinj stuu~nts for
work. If we wait much longer to turn the situaticn around, we
run the risk of shutting out an entire generation of Young people
from the opportunities of the modern woxkplace.

The Purpose of SCANS and What It Has Accomplished

It is for these reasons that 18 months agt the Department of
Labor established “CANS, It was essantial to bring business,
education and la! ,r leaders together to help "cloae the gap" -~
between the skills taught in today's schools and the skills
required for the modern workplace., As the Former Secretary and
SCANS chairman has wlready described, the first SCANS report,
what Work Requires of Schools, has defined in a very practical
manner the skills and skill levels necessary for entry level work
in our modern economy,

The SCANS report is an early contribution to the President's
education strategy articulated in AMERICA 2000. It can put
business and education on a common track to make students ready
for work. It can serve as a critical resource for parents--
enabling them to assure that their children leave snhool ready
for work.

While the SCANS message has rcceived enormous support, some
critics claim we cannot ask schoola te teach SCANS skills. We
selieve that schrols-~and workplaces--must provide structured
opportunities for their acquisition, This ia escantial because
the U.S. does not have a coherent and efficient sysien of helping
young people transition from school to work, Many of our
Western Furopean competitors have successfully done what we have
not--provided students ready access to alternative learning
pathways, enabling them to move smoothly from sc¢hoo) to the
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workplace. Basic aducation, according to a recent European
C;Tmunity report, should help students acquire many of the SCANS
ekille.

wmuuumm_sgmmmmm

secretary Martin aptly described the SCANS report as %a roa¢
map-~it shows the way without dictating the route." Local
communities, employers, r~*oole, teachere and parente need to
determine for themselves ' .4 the SCANS skills relate to the jobs
in their areae, and how v 1 their schoole are teaching them.
The hard work of the Comm.seion means 1ittle unlese its message
is put to work--one community, workplace, and school at a time,

The Department of “abor's goal is to get the SCANS message
out to every cnnmunit{, workplace and school in the country. Mr.
Chairman, we a:a gratified with the tremendous responae the SCANS
report has received from the education, businese and labor
communities across the country. The volume of daily requests for
copias of the report and information on how SCANS can be
implemented in local communities is very encouraging.

We are also pleased by the success of our first-round
regional SCANS briefings., Last week in Denver, for example,
secretary Martin and SCANS Commissioner Gabriel Cortina of the
Los Angeles Public Schools participated in an extensive dialogue

~ with experts in job training, repreecntatives of every level of
govarnment, employers, parents and etudents on how to implement
the SCANS recommendations., Secretary Martin and SCANS
commissioner Richard Rivera of TGI Friday'e, Inc., engaged in a
similar dialogue in Dallas on how skills can be integrated into
schools, job training programs and the sorkplace.

Many regions and Statee have already launched follow-up
efforts to disseminate the SCANS message in local communities.
For example, in Philadelphia, the Secretary's representative and
the ETA ragional office are currently planning their own series
of briefings in Pittsburgh, Baltimore, Norfolk, Charleston, and
Richmond. The State of Iowa has already held two meetings
tfocused on SCANS and requested copiee of the SCANS report to send
to every echool administrator in the State.

The Department of Labor has a two~step implementation
strategy for the SCANS report: We want to spread the SCANS
message as widely as possible, and once that message ie out, we
want to help make the SCANS effort happen in local communities.
We have the tollowing activities planned to disseminate the SCANS
report and its message:

[ Piret, we will widely aletribute the SCANG report end
information to members of Congress, cabinet members,
Governors, Mayors, CEO's, business and trade associations,
labor unions, public interest groups, education
organizations, PTA's, community organizations and others.

o We are conduoting both national and regional briefinge to
inform these groups on SCANS and challenge them to test and
implement SCANS skille in their local communities.

o We are developing and diessninating “A Blueprint for
Aotion®==a SCANS handbook to offer practical, hands-on
suggeetione to local communities on how businese, labor,
local school eyetewe snd parents can work together to assure
SCANS skille are incorporated into local schools and
workplace training programs.

o We will produce public service announcemente/videos to
promote the SCANS neeeage, particularly to high school
etudents.
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o We srs engaging the support of nstionsl business, educstion,
end labor groups to disseminate the report and to aenlist
their constituents and local counterparts in implementing
SCANS at the grassroots level.

o We have sstablished & national SCANS Rotline to handle
requests for copies of the report and information on how to
implement it, The number is 1-800-788-SKILL. There will
sooh be regional office SCANS hotlines as well.

[} We are devesloping e 8CANS Resourcs Csnter to provide
materials and information on exemplary programs and
appropriate research.

o 7inally, we will ssteblish a Spseker‘'s Burseu of experts
available for meetings and conferences.

The Department of Labor is also taking steps to put the
SCANS message to work at the local level. The Bscrstsry has
cherged rsgional Departmsnt of Labor steff to ssrve as locsl
cetalysts in the SCANS effort for their regiong. These
activities may include: contacting State and local officials and
faci.itating their cooperation in implementing SCANS
recommendations: encouraging the establishment of community focus
groups: participating in local, State, ard regional meetings
between business, education, and labor groups: and selecting
model communities which exemplify the SCANS efforts.

gimilar to the activitiss at the national level, vs will
slso snlist the active assistence of local businsss, sducstion
en' lebor groups to mail the report and appropriate materials to
their membership, and encourage constituent groups to participate
as partners with DOL in making SCANS happen locally.

We are committed to implementing the SCANS report at the
local level, but we don't pretend to have the final word. The
ongoing work of SCANS will depend on the dedicated sfforts of
local communities and the feedback we receive from then.

Over the next year, we will track what happens in local
communitiss-~through State, regional or national summits--to
identify the problems and succeeses in implementing SCANS and to
determine what motre needs to be done to facilitate the dialogue
between schools, smployers, workers, and parents in individual
communities. We will showcass significant achievements with
Secretarial awards and encourage business, education and labor
groups to monitor the progress and involvement of their
constituents in making SCANS work locally.

ETA Efforts to Implement SCANS Recommendations

The EmploXment and Training Administration (ETA) plans to
address SCANS implementation by beginning to incorporate SCANS
skille into our job training system. We want to use the SCANS
skills as a means to raise the work-readiness levels of the youth
and adults who participats in our job training programs.

I am charging an ETA workgroup to explore the implications
of SCANS for individual job training programs and to consider
options to guide the incorporation of SCANS skills into all of
our training systems. These options may includs: more intensive
technical assistance, a possibls R&D sffort to test and identity
exemplary SCANS curriculums and best instructional and assssament
practices, and administrative actions such as incorporating SCANS
skille into performance standards and monitoring activities.

What's ahead for SCANS

Hhat Work Requires of Schools is the firet rsport of SCANS,
with its final report due in February 1992. SCANS'! ongoing work
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over the next 7 months will:

o Examine the major issues involved in assessing and
certifying SCANS skills so that employers and colleges will
honor good high school performance;

o Consider the implications of SCANS findings for curriculum
development, teacher training, and instructional materials
and technology; and

o Contribute to the growing public-private partnership
included in AMERICA 2000.

Preparing our students for the modern workplace requires
cooperative and committed efforts. The Departments of Labor and
Education are working=--and will continue to work--very closely to
improve the quality of the Amsrican workforce, including the
skills of those preparing to enter the workforce. Secretaries
Martin and Alexander demonstrated their commitment to work
together by holding discussions about job training and education
before thair confirmations were completed. The Department of
Education has been closely involved throughout the production of
the SCANS report.

The Departments of Education and Labor have also
participated jointly in othsr activities to help enhance
workforca skills., Fcr example, the two Departments have co-
hosted a national conference on School~to-Work transition and are
exchanging ideas and information on research and demonstration
projects in this and other workforce training and education
areas. The two Departments co-chair an Interagency Task Force on
Literacy established by the Domestic Policy Council to coordinate
Federal literacy programs and to recommend ways to improve the
effectiveness of these programs., We jointly fund, with the
Department of Health and Human Services, a Center on Adult
Literacy to examine issues and effective designs for adult
literacy programs and disseminate information on what works. The
two Departments will continue working together to address
important workforce training and education issues, including
implementing the SCANS report.

The Department of Labor has launched several other important
initiatives that build on the SCANS foundation to improve the
skills of the American workforce:

o Six 8chool to Work Demonstration projects are testing ways
to restructure high school curricula and link structured
learning with the workplace, making learning m.re -relevant
to the interests of many students and more rigorous than
many existing programs.

o The Department of Labor's National Advisory Commission on
Work-Based Learning is charged with exploring the
development of a voluntary private sector strategy for
setting world class, job~related standords in selected
industries. It's work builds on the "co.a" SCANS skilly.

In closing, I reiterate that the hard work of making the
SCANS recommendations happen will not ba done in Washington but
in schools, workplaces and communities across the country. BY
.ow, Mr, Chaivman, you and your colleagues in the House and
Senate should have received from Secretary Martin a copy of the
3CANS report and its accompanying information. In her letter,
she asks your assistance in spreading the SCANS message at the
grassroots level, I ur?o you and your staff to participate in
the additional SCANS brilefings planned for congressional members.
We at the Department of Labor are available to answer any
questions that you or your constituents may have and look forward
to working with you in the months ahead to make SCANS work in
every local community.

Mr. chal.man, this concludes my prepared statement. At this
time, I wouli be happy to ansver any guestions that you or other
members of the Committee may have.
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PREPARED STATEMENT OF WILLIAM E. BROCK

Kr. Ohairman end menbers of the Committes:

I appreaiate the invitation to participate in this hearing
and disouss & very ilmportant issue. I have long held & desp and
abiding congexn about the need to improve the Quality of Ameriocan
schools in order to prepare our young people for the redlities of
vork., MKy experisnces as Secretary of labor end U.S. Trade
Representetive, in particuler, impressed upon me thet our nation's
economic future and international competitivensss depends on
{improving the country's education system.

Barly this month, Seoretary of lador lynn Martin and I
teleased the report of the Sacretary's Commission on Achieving
Necessary Skills (SCANS), called "What Work Requires of Achools:

A SCA¥S Report for America 3000." This morning, as the Cheirman

of SCANS, I would 1ike to share with you some of our findings and

reconaendations, as vell ae some of my personal thoughts about the
sducation orisis in this country.

The SOANS report said that:

"ioza than half of our young people leave school without the

xnovledge or foundation required to £ind and hold a good job.
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Unless all of us work to turn this gituation areund, these
young pecple, and those who employ them, will pay & very high
price, Low skille lead to low wages and lov profits, Many
of these youth will never be abla to earn 8 decent living,

And, in the long run, thie vwill damaje eeveraly the quality

of 1ife evaryone hopes ta enjoy.”

Today our nation faces several choicas. We can chooae
betveen faster and slover econcmic and productivity growth, We
can chooes between high-ekill, high-vage jobe and low-wkill and
lov-vage johs. And we can chooss betveen & restructured education
syaten and tha one ve have had for moet of the a0th century.

These are the choices outlined last summer in the report of
the Comaiseion on the Skills of the American Werkforce, which I
co=Chair. Higher productivity and faster economic growth means
Righer-skilled, better=paying jecbs. But to move down the path of
higher productivity, ve must make sons very fundanental changee in
cur classrooms and wvorkplaces. Both schools and businessee eimply
aust 40 a better job.

The choices ars linked. We must restructure learning 0 more
s learned sach Year. We must create higher-skilled jobs so more
is produced and earned each year. Naxing the right choices adout
our schools and workplaces will lead to faster econcmio growth
and, as you know, lover budget detioits.

" A 1ittla more than feur years ago, &s Secretary of labor, I
commissioned the study Morkgforca 2000, That report outlined thres
scenarics for the U.s. economy for the years 1988 to 2000, The
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Dase scenario estimated that the economy would grow by an average
of 3.9 percent anhually over the 13 yesxs. The low~growth
ecenaric had the economy growing only 1.6% a year.

The differende botween the two is only slightly more than one
percent., But, by the year 2000, one peroent can make a big
differsnce. A low growth economy instead of a moderate growth
ecor..my means sbout nine million fewer jobs, 12.8 percent lower
productivity, and 17.8 percent lower per capita disposable income.

I don't need to explain ta this Committes the signiticance of
a one peroent differance in GNP for the federml budget. Aoccording
to the Congressional Budget Office (CBO), & one percentage point
higher rate of real economic growth, beginning in January of this
year, vould reduce the 1992 defiocit by $2¢ billion, the 1993
daticit by $48 billien, and the 1996 deficit by $134 biildon,

Clearly, the nation vould prefexr the base 8censrio to the
lov-grewth scanario. Indeed, ve all would like to ses the high-
grovth scenario., But I haven't even discussed that soenario
becauss, due to our economic performance eince 1988, the high-
grovth path sinply is no longer possidble.

¥hich path have we chosen since 19857 Based on today's dats,
ve are chocaing scmathing closer te the low-grovth, rather than
the dase case, We are ohocsing a lov-growth, lov-vage, lov=skills
path. We will continue down that read unless Ve BAke some
fundanentel changes in vork and schocls.

Today the way scheels prepare young people for work and the
vay 308t workplaces are organised den't refiect the globalimsation
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of the economy and the rapid growth in technology. Students don't
understand how what they learn in math and English classes, for
instance, celates to the realities of work. And, perhaps more
importently, they aren't being taught many of the things they nesd
to knov to pursue good, rewarding careers.

Thase same students might respond by saying that their
schools aren't tesohing relevant axills and employers aren't
offering jobs that require much thinking and skill. TRere is wors
than a grain of truth te thie.

By our fallure to changa how and vhat our echools teach, by
our failure to change the way our businesses use the skills and
rescurcefulncss of vorkers, ve hava put ocur country on a downward
path. In & very real sense, ve ara failing our children and
short-changing their future and ours.

That brings me back to the SCANS report. Before ve
{dantified the skills young yecple need to possess toO ba
productive and adaptable workers in today's aoonomy, e looked at
th‘ {daal work setting in waich thay would ba put to vork: Ths
qualities of high performance that today characterize leeding=»adge
oompanias must bacome tha standard for tae vast majority of our
companies, large and small, local and global.

By bigh performance, wa mean work sattings ralentlessly
committed to sxoellence, Product quality, and oustonar
satisfaotien. These goals can be pursued by, among other whingm,
moving decisions oloser to the front lines and drawing more £ally
on the abilities of all vorkers. It means quality kuilt in, not

115



145

end-of=tha-line quality control. And it means treating the
work£orce as an investment, not a cost.

So vhat are the skills néeded in a high performance
vorkplacs? Pirst SCANS idantified vhat ws cell a three-part
"foundation.® These &Xa the essantial skills and qualities upen
wvhioch more complex “competenoies" can be built,

The ﬂzoundnetsnﬂ skills include the basiocs == tha 3Rs, hut
also skills euch as listening and speaking. The "foundation" also
includes much thinking skills as oreativity, decision making, and
problem solving. And finally they include such important
perasonel qualities as individual responsibility and integrity.

We then build five compatencies on the foundation. These
inolude the ability to allecate Tedources, work with others, use
information, work with systens, and use technology. (A more
compate desoription of the foundaticn and competencies is attached
to my testimony.) '

As our veport seys, "These eight areas xepresent sssential
preparation for all students, both those going directly tc work
snd those planning further education., All eight must be an
integrel part of every young person's school lifa."

“What Work Reauires of Schools" is our initial report, not
this Comaission's final word. But it outlines many of the
practical steps we need te take to reach the National Bducation
Goals. It contributes to ell four parts of President Bush's
sducation stratagy, AMERICA 2000, Our work is not over and wa
hope it will help iaunch & vigorous national debats.
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In the coming monthe, SCANS will tzy to define what it will
taks for achools to turn out SCANS echolaie == etudsnts vhe are
work raady. We will bs exploring zany iesuee relating to this
change, soma of them quite controvereial. We will conaider hov a
national systen of student aesesement could esurport the teaching
of the SCANS skille. We will explors whethsr a syetenm of skills
certificatss oan be developed to renev the dignity of the high
school diploma and give it real meaning as a mark of acmpetence.
And Ve will oonsider what changes in curriculus, inetructional
natsrials, echool organisation, and teacher training aay be needed
to fostsr the tesohing of the SCANS ekille.

We Nope ve can oreata this ohange vithout eubetantially
inoreasing the cest 0f education. There are reaeons te be
optimistic on that soore. @one buein sees, such ae IBN and
Motorola, have found that doing the right thing ie not
necessarily more coetly. Quality is coet-effective. But,
frankly, it ie too early to tell whethsr teaching the ACANS
conpetancias to all students Vill requize more resources.

Part of the Preeident's AXERICA 2000 program is to produce
Upreak=the-mold* schools. Thoss schools are going to be bold nev
experiments, but they are slso intended to explore vaye to improva
the cost~effactivenses of the lsarning process, ecaething ve
eorely nesd. Pernaps wu will need to see ths results of that
effort before ve can make An honeet aseessment of vhat resources
ve vill need to produce SCANS echolars.

As I said at the beginning of my remarke, today ve have &
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choics. But, obvicusly, a nstion does not choosa a high-growth,
high-skill, high-wage, restructured-education future cvernight.
¥s do not make economic cpoices of that magnitude and complexity
in ons decision-maling svent. Instead, the choica is the result
of millions of cholces by all of ua -~ teachsrs, parsnts,
saploysrs, students, workers, and lawnakers.

To help everyons understand the importance of this choice,
ve aust fully explain a few fundamantals. We must explain that
all front-line vorke¥s are our maost {mportant competitive assets.
We must tsll educators how to prepars mr!.e_nn youth for the world
of work 88 well as tho world of higher education. Ask any teacher
vhat students nead to learn to get into college and thsy can tell
you, but if you ask them what students nesd to knov to get & good
job most have no idsa. And we must reiterate over and over &gain
that thore is dignicy and opportunity in both carser paths.

It is our hope that the SCANS report will halp Americans maXe
the right choice and put us on the path toward & higher standard
of living for all our pecple.
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PREPARED STATEMENT OF NANCY COOLIDGE

Good morning. I am Nancy Coolidge, Pr.icipal Administrative Analyst--Student Financial
Suppont, at the Office of the President of the University of California. The Office of the
President is the systemwide administration for the University, which comprises 9 campuses
and enrolls 160,000 students. On behalf of the University, I thank you for providing me
this opportunity to address you or topics related to student financial support and the
reauthorization of the Higher Education Act of 1965.

This morning I want to focus on a number of student support issues that are of particular
importance to the Uriiversity' the affordability of postsecondary education for low- and
middle-income students, the cost to institutions of administering student support programs,
2nd student support for graduate students. All of these issues are of concern not only to
the University of California, but also to colleges and universities across the coun'ry; they
merit, therefore, Congressional focus during the deliberaticns about the Higher Fducation
Act.

The University’s reecy undergraduates rely on Federal financial aid for access to a
University education, and grant support for the neediest students is the cornerstone of this
opportunity. The preservation of the grant programs and a restoration of he purchasing
power of the Pell Grant, therefore, must be essential tasks for the upcoming reauthorization
and subsequent appropriations. .
With that as an introduction, I want to turn to a discussion of the University’s growing
concern about those individuals who do not quite qualify for need-based Federal financial
aid and who are finding it increasingly difficult to finance a postsecondary education for
themselves or their children. Since the Federal need analysis formula, known in the field
as Congressional Methodology, applies standard assumptions about living costs to aid
applicants and their famllies wherever they may live, students in California and other high-
cost states are disadvantaged in establishing their need for financial aid to help meet the
costs of attending a college or university. Congressional Methodology recognizes
differences in income, but does not place much emphasis on differences in the cost of
living. A family of four living on a $40,000 income in San Francisco is » ot likely to be able
to contribute as much toward college costs as a family of four living on the same income
in a lower-cost cit,".

In California, we are hearing more and more from families that are considered "micdle-
income” by Federal standards, but who, after trimming their spending, reducing their
standard of living, and taking out loans, can barely meet the cost of education at their own
state’s public universities. The lower-middle income families that are just over the financial
aid eligibility thresho!A are particularly hard-pressed: they have few or no assets to draw
upon to lever cash or credit to pay for college. Among lower-income students already
enrolled at the University, most are working and many are borrowing, but they feel the
need for additional support to help reduce the financial pressure they are under. Among
those who are looking to the future and attempting to gauge whether they can send their
children to UC, many are frustrated to learn that they are not officially "needy,” when they
are well aware that they are unable to produce the $11,000 or so per year thatgs costs for
a California resident to attend the University of California. We all need to be concerned
that this gap between costs and resources may be affecting college choice across the
country for families and their children. There is more and more discussion of the fact that
students are "down-sizing” their dreams--dreams of attending the college most suited to
their academic, career, and personal goals-because they just can't afford it.

As you may be aware, California will not be able to maintain its own current level of
support for postsecondary education during this new fiscal year. As part of an overall
plan to deal with the significant reductions in the State’s budget for the University, we
have raised resident student fees by $650. This increase will exacerbate the problems of
familles who are just above the cutoff for need-based aid. The University has created a
separate, new financial ~id program in order to cover the cost of this fee increase for all
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needy students. This progran provides a combination of grant and loan support to
students, and the amount of each type of award depends on the adjusted income of the
student and his or her parents. A needy student whose parents have an adjusted gross
income of less than $30,000 will have the entire fee increase covered by grant. Needy
students whose family incomes are above $30,000 will receive a combination of grant and
loan, with needy students at the highest income levels ($60,000 and above) receiving a $300

grant aud a $350 loan.

Although the University is attempting to protect its neeuy students from the in act of
higher fees, we cannot insulate them from higher living costs, which draw more heavily
on their resources than fees do, by (ar. As demonstrated by the structure of our new fee
grant program, we concentrate our inatitutional grant resources on the poorest students.
Students with somewhat higher (but not high) incomes recelve a combination of grant and
subsidized loan. In response to our growing concern about moderate- and middle-income
students and families, we are exploring the possibility of establishing a minimally
subsidized loan program that would provide another source of funds for students and
parents who do not qualify for need-based grants and subsidized loans under
Congressional Methodology.

An essential aspect of the task that faces Congress in the upcoming reauthorization of the
Higher Education Act is the renewal of a national and a Federal investnent in an educated
populace. Part of this investment must include the provision of additional resources to
provide some level of subsidy to ensure that these moderate-income students [ have been
speaking about are not squeezed out of postsecondary education. For example, the current
proposal to limit Pell Grants to students and families with incomes of less than $10,000
goes too far—many very needy students.will be excluded from postsecondary education
if this suggestion is adopted. In addition, as current legislative proposals suggest, more
needs to be done for the moderate- and middle-inconie family. I would suggest, therefore,
that Congress take this reauthorization opportunity to spreac’ the Federal subsidy more
broadly by establishing a sliding scale that would target the g" eatest subsidy to the poorest
students, while maintaining some level of subsidized support for a greatly increased range
of students and families.

[ want to turn now 1o another side of financial aid-the campus side. The University of
California spends $22 million annually on the administrative services directly related to the
delivery and maintenance of financial aid and the collection of campus-based loans. The
Federal government provides less than 10% of this amount through various administrative
allowances, while Federal aid represents 55% ($214 million) of the $386 million in grants,
loans, work-study, scholarships, and fellowships that UC students recelve.

While Federal aid is integral to the University’s ability to admit and support the students
we need to accomplish our mission, we cannot afford to take on more of the administrative
burden than we are already bearing. In its deliberations about the savings that m'ght be
realized by a shift from guaranteed student loans to direct loans, we ask that Congress
keep in mind the shifts in workioad that would result. The lenders, who currently bear
much of the Guaranteed Student Loan workload and are compensated for it by the special
allowance payments, would be transferring many of their operational responsibilities to the
colleges and universities, which are already stretched tc the limit in terms of administrative
resources.

The issue of administrative burden concerns the University in all aspects of financial aid,
not just in discussions about the direct lending proposal. The laws and regulations
designed to address student loan defaults, fraud, and abuse are having a positive impact
on Institutions that have been taking undue advantage of the Title IV programs. These
laws and regu'ations, however, are applied broadly to all participating Institutions,
regardless of their administrative performance, the nature of their student budy, or the
nature of their academic program. Institutions across the country, the University of
California among them, contend that many of the administrative requirements are
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inappropriate to their students, do not yleld any increase In accuracy or any decrease in
default, delay service, and therefore constitute a waste of valuable staff time and
institutional resources. As part of another reauthorizition project, the University recently
developed a proposal for a solution to this problem through an administrative rating
system for institutions that would establish a correlation between quality performance
criteria and relief from administrative burden. A copy of this proposal is attached for your
consideration.

The final topic 1 want to bring before you this morning concerns an area of student support
that does not recvive as much press as Pell Grants and Guaranteed Loans, bu. that is
nonetheless extremely important to the University and to the country as a whole: the
support of gradr.ate students in general and doctora. students in particular. The University
of California Dlays a key role in the education of doctoral students for the nation and
beyond. The vitality of our national economy and our ability to compete in the worldwide
marketplace are inextricably tied to continued excellence in graduate education at UC and
at colleges and universities across the United States. More~.ver, the United States is on the
brink of a real, predictable, and potentially damaging shortage of college and university
faculty. This faculty shortage will affect education and research at all levels--it will be felt
in community colleges, private colleges, and in universities; it will affect the educationand
training of the nation’s elementary and secondary teachers; it will affect the technology
transfer between and among unjversities and the private sector.

This massive turnover in faculty, however, presents the nation with the opportunity to
diversify the faculty--provided we can recruit and retain outstanding students from all
backgrounds. Graduate student support is a vital underpinning of this effort, Although
much of graduate student support is provided by institutions themselves and by Federal
research grants, I want to emphasize to you the importance that the Higher Education Act
plays in affirming Congressional interest in the development of a diverse future faculty.
In addition, the Higher Education Act authorizes Federal programs that support graduate
education in the fine arts, the soclal sciences, the h:manities, and in foreign language and
area studles. Although the Ph.D. shortage in the biological, physical, and computer
sclences has been well documented recently, the faculty shortage in the arts, humanities,
and soclal sclences will be just as severe and harmful. A revitalization of the Federal
commitment in graduate education in these fields, through an increased investment in
fellowships, training grants, and research assistantships, s crucial to the academic vitality
and the diversity of our national professoriate.

Thank you once again for giving me the opportunity to present the University’s views on
these vital Issues. I will be glad to answer any questions you may have.
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CORRELATION BETWEEN ADMINISTRATIVE QUALITY AL™ REGULATORY RELIEF

RANKING

MINIMUM QUALITY CRITERIA
S

Minimum for cateyory:
1) Stafford cohort
Aefault rate of leaa
than 12.5%

2) no more than 654 of
total enrollment on
need-based Federdl aid
3) abaence of LSLT
activity againet the
institution by BD,
currently or within
preceding 5 years

4) maets at least 5 of
tha criteria listed in
“General Quality
Criteria"

S) 5 consecutive years
of participation in
Title IV programs

,Clreular A-133

Minimum for tegory:
1) 8tafford cohort
default rate of leas
than 17.5¢

2) no more then 75V of
total enrollment on
need-based Federal aid
3) abeence of LS&T
activity againat the
inat‘tution by ED,
curren.ly or in
preceding 5 yaara

4) at lasst J of the
criteria listed in
*Gensral Quality
Criteria®

§) 3 conss‘itive yaars
of Yuttlcl,atlon in
Title IV programs

OENERAL QUALITY CRITERIA

1) Participates in 2 of
ths 3 campus-based
prograns

2] Admits lags than 2.5%
of undargraduatas by
ibility-to-benafit

3) Raceives at laast $1M
in Federal resserch
tfunding swarded by
competitive peer reviaw
and audited under OMB

4) Haa inatitutionally
funded etudent support
programs that ejual at
leant 5V of the average
total amount awarded at
the institution in Title
IV aid over the
praceding 3 ysers
{axcluding SLS & PLUS
and including any

overmatch contribuced to §

campus -based programs!

S) Participates in ED's
Quslity Control Project

§) Haa not had findinge
in the preceding two
oxtorn-g SFA audite that
resulted in paybacke
totalling more than 2%
of Title IV
dishuraemanta for the
audit year in quaation

7) Offera leaa than 15%
of ita curriculum on &
clock-hour basis

1 OMINISTRATIVE
R JQUIREMENTS TO BE
WAIVED OR MODIFIED

i H‘&vsﬁ:
) -dey delay in

dlev.rsement of Stalford
Loans for firsc-time UG
borrowera

2) specific requirenents
regarding enirance and
exit intarviews for
Stafford and Perxins
borrowers

3) multiple
disbursamants in
Stafford Loan Program

4) collection of the
Financial Ald Transcript
5) collection of student
signature on the Pell
Student Aid Report {(SAR)

) Quadriennial instead
of biennial SFA external
auditcs
2) sma.. ~ audit sample
3) reduce verification
requirements
4) profesesional
judgment: permit fts
application to
categories of scudents

¥
f) 3s-éay delay in

| dlaburaement of Stafford

Loans for tirat-<time UG

borrovers

2) specific requirements
regarding entrance and
exit interviews for
Stafford and Perkins

borrowera

3) mulelple

4j sbursements in
Staftord Loan Program

4) collectlion of the
Financial Aid Transcript
§) collection of student
signature on the Fell

Student Aid Report (SAR)
(-] H

} professionnl

judgment . permit 1its

applicacion to

categories of students

All other inatitutiona
that maet baaic Federal
atandards for
participstion in Title
IV programe

No walver or
modification of
ad nlatrative
requirements.
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PREPARED STATEMENT OF D, BRUCE JOHNSTONE

My name is D. Bruce Johnstone. I am Chancellor of the State
University of New York (SUNY), a public univarsity system enrolling
last y2ar more than 400,000 students in 9 fully State-operated
campuses, 210 locally-sponsored community colleges, and five
statutory colleges operated by the private universities of Cornell
(also New Yor::'s lLand Grant University) and Alfred.

Of SUNY students last year:

* approximately 91,000 received Pell Grants totaling some
$80 million;

* gsome 17,750 received a direct Perkins Loan, averaging
$1,045, and some 55,000 received Stafford Loans,
averaging $2,018, for some $129.5 million in total
student borrowing.

Thus, I come before you in part as the chief axecutive officer
of the nation's largest university system, whose studenis depend on
federal student financial assistance -=- mainly Title IV grants,
loans, and work study -- for access to higher education and access,
thus, to a fuller and more productive life for themselves, their
families, and their society. The American insistence on higher
educational opportunity for all regardless of the financial
circumstances of the students or their parents relies on a
partnership, building on federal student financial assistance, but
depending ¢.3 well on generally affordable public tuitions (which in
SUNY, at $2,150 for in-state undergraduates, is still about 60
percent above last year's tuition), state tuition assistance, and
a host of programs for academic¢ support and career and personal
counseling,

I come to you, as well, as an econumist of higher education,
who has been studying, writing, and lecturing about student
financial aid -- and especially about student loans == for nearly
40 years. I have written the only book ever published on the
income-contingant lcan concept, and I am oche of a handful of
scholars and policy analysts who have studied financial aid and
student loans from an international comparative perspective and who
find useful insights from knowing how students and parents
contribute to the costs of higher education in other countries.

I have been asked today to comment on the so-called "direct
loan® concupt, by which student loans would be made available to
students directly by colleges and universities, in a manner more
sinilar to the current Perkins Loan Program, with dollars somehow
made available by the federal government, rather than being made
available by banks and other commercial lenders with repayment
guaranteed by the federal government, as in today's Stafford Loan
Program.,

The essential question, I believe, is whether the
congressional goal of federally-sponscred student lending =-- that
is, making dollars available to students, equitably and without
vrigk rating," in order to make higher education more accessible at
a cost to the taxpayer substantially less than would be incurred in
an equivalent dollar program of straight. grants -- can he achieved
either at even less cost to the taxpayer or at mora convenience to
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the student, or both, without relying on commsrcial banks and other
private retail lenders to originate the loans and to make the
original capital provision? siwple answer to what is, in fact,
an enormously complex estion is, "Yes, there are inherent
advantages to direct lending.® But my answer applies to a generic
concept, not necessarily to any specific form of direct lending.
And my "Yes," while offered with some conviction and consistency -~
I have besen advocating and writing about direct lending since the
8id-70s ~- does not carry any grand claims of huge savings or other
major banefita sometimes projected by those who seek to "refora"
our student 1oan programs. The essential, generic differences
between direct lending, witn loan origination by the colleges and
unhiversities, and the current schemse of commercial bank
origination, are relatively minor, albeit sufficient in my judgment
to warrant at lesst a serious demonstration of the efficacy of the
direct student loan concept. But it is important to not confuse
tha essential generic differences between the two concepts with
cartain non-essential particularities of the two current examples
of thase concepts that spring most readily to mind: the Stafford,
or Guaranteed Student Loan Program, and the Perkinz, or National
Direct Student Loan Program. .

For example, the lower interest rate on Perkins Loans --
S percent as opposed to 8 percent (10 psrcent after four repayment
years) for Stafford Loans ~-- obviously lovers the real ultimate
cost to the student borrowar and, all else being equal, presumably
raises the cost to the taxpayer. Bu® the interest rate
differantial has nothing to do with the "directness” or
"indirectness" of the borrowing; the two student interes. rates
could be conformed by the Congress tomorrow, Or even reversed,
should it somehow make sense to enough members of Congress to make
Perkins Loans legs advantageous to the borrover, in terms of real
simple interest, than Stafford Loans.

Similarly, differences in default rates that may be associated
with the two lcan programs at various times in their histories are
a function not of how the loans ¥:re originated and the capital
supplied, but of how they were serviced and collected, and of
differsnces in economic and dumographic characteristics betveen the
Perkins and Stafford borrowing populations. Either typs of loan
could, in theory, have besen sold or warehoused, or the servicing
function contracted out at the time that repayments were to begin, -
and either could thus have had conscianticus or less-than-adequate
collection efforts. And either program could, in theory, have been
made available equally to middle~-income or high-need students or to
students at proprietary vocational schools or to students with high
or modest future earning prospects and, thus, with high or low
propensity to default.

Pinally, the higher on-budget costs that used to be associated
with direct lending, in which the new dollars to be lent were
treated as a direct budget expenditure with no offset reflecting
future collections =-- in contrast to guaranteed private bank
lending, for which the principal government expenss, aside from
whatever subsidies were offered, was an unbudgeted contingont
liability of some volume of future defaults -- is no longer an
isuue. The cradit refors provisions of the 1990 Budget
Reconciliation Act has eliminated these essentially accounting
distinctions and now require current budgetary recognition of the
discounted present value of all estimated future ultimate taxpayer
1iabilities, whether for defaults, interest subsidies to borrovers,
or interest supplements to lendsrs. Thus, loan programs that have
similar interest costs to the studant borrower, similar costs of
funds in the nation's capital markets, similar default
expectations, and similar costs of administration should appear
similarly in the federal budget.

In short, I do not believe that direct loans need be
significantly more or less costly to the fede. .l Taxpayer, and they
need not look, either at the time of origination or at the
beginning of repayments, substantially different to the student
borrover .
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iIn a similar vein, I ‘'>uld caution that a wholesale change
from guaranteed to dirr " lending -~ or from the Stafford concept
to the Perkins concet == will not by itself reform a “broken
system," for the impor .t reason that 1 do not balieve our current
system to be fundamentally broken to begin with, oOur Title 1V
student assistance programs, jerry-rigged as they may seén and
unlikely as it is that such a system would emerye were we to have
the fantasy luxury of designing a financial aid system from scratch
with no history and no existing institutions, nevertheless works
reparkably well, That ve have, by some estimates, too much student
porrowing is bacause there has not baen made available sufficient
grant funds. That ve have high defaults on the part of borrovers
who were high risk as students, and perhaps equally high risk as
borrowers, is because we have made an explicit (and I believe
correct) decision to make student loans equally available to all
who are able to find a college or university to take them,
regardless of their or their parents' cradit history or their
academic aptitudes or their objective, statistical likelihood of
being "responsible porrowers.® That we have high defaults among
students who drop out of short-ters vocational programs, many of
which are oftered by proprietary schools, is because we (actually,
you, as the Congress) have chosen to include such schools and such
s:udents in the federally aranteed loan program -~ and for
reasons that are easily just fiable.

I3 short, the features of our student ald systes are as they
are for a combination of reasons, both positive (for example, our
insistence that loans be made equally available to students without
risk rating or the need for co-signatures) and negative (for
example, our need to rely more heavily on loans as opposed to
grants for reason of the sheer unavailability, or so it would seem,
of sufficient federal Pell Grant funds to iessen the need for such
heavy undergraduate borrowing). These features can be changed when
the Congress cares enough to change them either for an all direct
loan system, an all guaranteed loan system, or something like the
current mix of guaranteed and direct, Stafford and Perkins, loan
progranms.

1 have dwelt a*t some length on caveats: on problems and
features of student. loans that tend too quickly to occupy our
attention and that are used often to argue either for or against
direct or guaranteed loans, but that are not, in fact, generic
features of either approach to the provision of loans for students.
What, then, is direct student lending generically, and what
advantages does it hold over its generic compatition, commercially-
provided loans guaranteed by the federal covernment?

I must begin my answer by asking the reader or listener to
stop conceiving of wstudent lending® as a single act or single
process performed by a single agent (e.g., a bank as in the case of
a Stafford guaranteed loan or a college as in the case of a Perkins
direct locan), and instead to conceive of student lending as a
complex process involving five quite distinct functions, performed
in turn by various combirations of quite distinct agents. The
functions and their possib.e agents are:

1, origination of Loan. A decision must be made that ¢
particular student will get a particular loan in accor
with all relevant laws and regulations.

Wmmmmﬂms For
commercially~originated guaranteed loans, the
decision process is shared between the bank and the
conogo or university at which the student 1is
enrolling. -he bank technically decides whether to
loan or not, and the amount to be lent; but it is
very constrained by regulations prohibiting *risk-
rating," by laws and regulations that establish the
rates and terms of the loan, by the requiresent of
a determination of *need,* which is also prescribed
by lav and regulation. put the college or
university is also a part of origination, as it



Q

ERIC

Aruitoxt provided by Eic:

166

must certify attendence, finenciel need, ond
satiefectory progress towerd the degrea. For
direct lending, the college or univereity elons
(often elong with en outside "need snalyeis® system
1ike the College Scholaership Service of The College
Boerd, or the Americen College Testing Progrem)
esteblishee the amount to be lent to a particuler
student et a particuler time in counforwance with
applicable laws and reguletions.

2, Bearing the Risk of Dafault. The esserce of lending is
essassing and beering the risk of getiing roraid (or not)
and putting @ price on the loan -~ {.¢., an intarast rate
-= that covers the cost 07 mciey apd aduinletaring the
loan plus e premium to covsr, Over 4 lavge voluma of
loans, the risk of defanii, The risgk of default in eny
student loan progris taat iu evellabis to ell} utudents
without regard tc wcilateral, fui:rc sarning prospects,
:g-;iqmtozhn, vz other assesszants of rxisk, le very

gh.

Posziole Adents in _ Bivi:._Beaxrdng: Only the
government (ultimatsly, =f coursa, tLhe texpayer)
~an beay iho dsfaull zilak of studant Iandini on the
%equ:' loan avallaciiity terux upon which the
Cong”aes hae insisted. Commercii’ Y&rks, the main
inscitutiona) experties of which iy prosumably the
as+: s0mii of riskt end the provizion of loans
scoar- iirgily, cannel, 4 not, ¢nd chould not beer
=i in student lendirxy. (The risks of; liquidity
sheasiated with aoiding r<labivaly  long=-term,
vixed=interest sseat®, il &« by mhort=term
tluctuating dopes.t izkilliles, i¢ currently elso
borns i “he £iriyes Ly 2ae St iord Loan Program
througl tha $aharest 3wplesent. «hish pays to the
bank oo wilfexcnte IHLWrAR L4 amount actuelly
eGrnes . the luan poreioii- ikaough the fixed
studciic Latzrest paymente, »% ¢ variable rete of
return peyged to the xate = Jovsrraent papsr end
thus to ¢:e current roal cost of funds.)

3. Providing Los< Zapital. ¥wels: wozt e provided %o the
borrover .,

Poagible Agent. in_the Pcoviglon eof loan Capital:
It is often amasumed that cowserciel banks ars
needsd beceuss they have the xoney, and becausa the
grineipn function of student lending, &fter all,
s providing money to student borrowers. But
sctuelly, once the element of risk is removed by
the government guarantes and the essurance even of
e variable rets of return to covar any fluctuations
in the cost of monay, the provision of funde ie the
lesst of the problem. Anyons or any institution
can get money from any savings source under such
terms. In fect, commercisl bank student lsnders do
not even heve to provide capital, except
womentarily, if they chooss to sell or wershcueses
the loans tv & secondary market such es the Student
Loan Marketing Association (SALLIE MAE). Arguably,
there is a single cspital source dominated by the
huge holders of sevings =-- pension funds, trust
funds, foreign holders of United states dollers,
etc. =~ end the $12 billion or so of nev student
loans each yesr must ultimately tap into thie
scurce, whether through commerciel banks, SALLIE
MAE, or the fedaral governsent's own borrowing. In
short, commercial banks may be e significent source
of student loen cepital, but they do not hava to
be.
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4, B8 by the Student
Borrowers. All student loans in all nations that use
then are subsidized to some degree (United States student
loans are actually among the least subsidized), it we
conceive of the subsidy as that amount of effective
interest, in excess of what is paid by the student, that
is needed .0 cover all of the costs associated with the
adminiatration of the prograss, the expense of covering
defaults, and the cost of the money itself. There is a
rate that geems unsubsidized, a rate roughly equivalent
to a prime commercial borrowing rate, at which point
there should be little or no incentive to student or
parent to borrow excessively and, therefore, 1ittle or
no need to ration thu availaktle dollars or to worry about
"need.” For a variety of reasons, student loans probably
need to continue to be made available at interest rates
to the student that carry some degres of real subsidy,
although some would argue that the subsidy should be low
enough (i.e., the interest rate to the student borrower
high enough) to reduce or even to eliminate tha necessity
of need-based rationing. ’

Possible Adents in Subsidizing Student Loans: The
govaernment (or "taxpayer®), either federal or
gtate, is the only possible substantial bearer of
the cost of student loan subsidies.

5. s i pa . Someone or something must

Sservicing Loans in Repayment
handle billing, collection, and the administration of the
loan in repayment.

Possible Agents in Servicing Loans:  Banks, of
course, most often service their loans. But a bank
can also service a loan after it ceases, strictly
speaking, to own the loan by continuing to process
repayments on the loan after it has been sold or
warehoused (i.e., usad %o collateralize a loan) to
a secondary market. or, a bank (or any other
lender) could retain ownership ot the loan note,
with or without attendant risk, and purchase
servicing from an entity with a large computer and
an efficlent back office procassing capability.

Seen in this light -- of the different functions and possible
agents in the process of student lending -~ the guestion of direct
lending by colleges and universities, as opposed to guaranteed
lending by commercial banks, is reduced to the important but by no
means overwhelming issue of which agent or agents to involve in the
orjaination of s% . In any case, with any conceivable
system of student loan prograns and student ioan agents, as long as
student loans are going to be made essentialiy equally available to
all students at somewhat subsidized ratas of interest and in large
aggragate amounts ($12-15 biliion ennually):

* the risk of default must be borne by the government;

* the provision of subsidies, iz any, to the student
borrover must be borne by the government, with state
governments and institutions possibly adding additional
subsidies to certain student borrowers in certain
circumstances;

* the servicing of loans in repayment can be done either by
banks or by specialized loan servicing entities able
efficlently to process and to collect;

* the necessary student loan capital, in the amount of $12-
18 billion a year, must drav ultimately on large primary
capital sources like pension and trust funds, although
banks can play a role either as lenders themselves or in
buying the notes of a secondary parket like SALLIE MAE;
and

.El{fC‘ 1“5
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L the origination of loane ought to be in the hande mainly
of the collegee and univereitiee, which muet proceee the
need analyeie forms, certify financial need and
attendance, and package moet other eourcee of estudent
financial aseietance anyway. There would eeem to be no
particular advantage to involving commercial banke in
thie function, which they cannot do completely anyway,
and over which they have, by lav and regulation, eo
1ittle latitude.

Thue, the eimple and rational etudent loan program, were we to
be beginning anew (which of couree we are not) would be for the
etudent to apply to the college or univereity for financial aig,
including a component that could be a loan, which loan would be
guaranteed and (elightly) eubsidized by the government, and
available and repayable on ratee and terms ae preecribed by lav and
regulation. Rligible colleges and univereitiee would thue
originate the loans, up to an amount that the National Student Loan
Bank (which would look & lot like SALLIE MAE) had agreed to
purchaee. (Institutional caeh flow needs could lead the National
Student Loan Bank to advance colleges and univereitiee up to, eay,
80 percent of anticipated locan volume for a ehort period of time.)
The National Student Loan Bank would eervice all loans. It would
get ite capital through the nation'es primary capital eources by
collateralizing ite aseete of federally-guaranteed and federally-
eubsidized etudent loan notes. A fev collagee and univereitiee
night prefer to do their own collections, but they would have to
bear eome "due diligence" riek in order to be alloved to do eo.
Some eubstantial part of the cq;itnnution and the eervicing could
be contracted directly to qualified etate agencies, or even urder
bid to wholly private eecondary market/loan eervice agencies.
Commercial banke would have no role in loan origination, but could
perform loan eervicing under contract or could provide loan capital
either through purchase of the paper of the National Student Loan
Bank or through competing ae a eecondary market/loan eervice
agency.

Maybe, in addition, the IRS or Social Security could be
brought in to help collect. Maybe, the interest eubsidy ehould be
lovered -- or perhaps be raieed. Poseibly, repaymente eshould all
be graduated upwards over time, to conform at leaet elightly with
the expected growth in earninge and thue vith presumed ability to
repay. Perhaps, eome income contingent protection should be built
in to aeseure borrowers that repaymente vill never exceed eome
maximum percentage of their earninge and eo that eome ultimate
repayment subsidization could be based on the (low) future income
of borrowers during their repayment lifetimes, rather than, or in
addition to, the (low) incoms of their parente at the tims thev had
to borrow. And perhaps, access to etudent loane ehould be
restricted for firet-time etudente, or etudents in ehort term
vocational programs, or in other eituations deemed to be high
default riek.

But none of thase reforms or refinssents has anvthing to do
agnerically with the guestion that vas the regueated focus of my

na_or _overvhe _Comme

oriainated bv the golieges and universities themselves. And to
that question, my ansver ie "Yee," bectuee it ie a more effective,
and ultimately I believe a more efficient, uee of the profeesional
pereonnel and apparatue of our institutional officee of financial
aid, and would move the federally-eponeored etudent loan program
avay from commeroial bank origination and eervicing, where it hae
never reeided in complete comfort. :

Granted that vwe are not beginning the etudent financial aid
world anev, ie there any way to experiment with the direct loan
concept without diemantling the exieting network of commercial bank

rticipante and etate guarantee agenciee? 0f couree. The model
s not the Perkins Loan Program, but the old Federally Ineured
student Loan Program (FISL), which alloved qualified institutione
of higher education to act ae lendere. What wae nieeing at the
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time of PISL vss s fully-functioning SALLIE MAR to provide the
originating institutions vith the capital snd the servicing
capability. Now thst SALLIE WAE is able to perfors these
functions, X would propose s program sllowing s substsntisl number
of institutions of different characteristics (so thst s resl
experiment might be conducted) to do sll of their ov. guarsnteed
student lending directly, with capital sdvances snd purchsse
commitmants from SALLIE MAE. I would even suggest thst the
participating institutions be required to discontinue the making of
shy nev Perkins loans.

Would such s proposal, even if fully implemented, drestically
slter student lending? No, slthough I believe it would greatly
simplify the process to both the student borrower snd the
institutionsl finsncisl sid offices. Does my propossl suggest thst
the banks sre currently doing s disservice to the students or to
the taxpayers Dby originating snd servicing student loans? I
believe Not; in fact, the banks that participate today hsve gotten
quite good at the business of making snd servicing student loans,
and have bacome quite user friendly. Would there be s role in this
process for stste gunrsntee agencies? Yesj in fsct, neither the
Federsl Office of Educstion nor SALLIE MAE could do the work
without the personnel snd processes st lesst of the lerge snd
successful state agencies. Would such s plan provide grest savings
to the federal tsxpsyer? I think not, becsuse the major cost of
student lending is still interest subsidies snd defaults, which
\1:111 not necessarily change. The het cost of funds may be a bit

OWar .

But in the end, should direct lending be pursued? Yas,
because it is, done right, s more sensible structure, and wvill make
the way clearer and easier to the consideration of many of the
other possible refinosents snd reforms to vhich I have slluded in
this testimony. Xept to its basic, generic elements, direc:
student lending makes sense, snd this pericd, when raautha~ization
is in the air, is the time to bagin.
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FUNCTIONS AND AGENTS IN THE PROCESS OF
QOVERIMENTALLY-SPOMSORED LENDING YO STUDENTS

Functione Bearing Riek
Origineting Subeidicing Sexvicing
Loans to of Rieing Sttective Coat Providing and Notes
Agente ~ Students | . of pefeults | ...Cost of runda | to Norrower Capitel Collecting
.

Univereities/ Univeraitiee and collogu @ whould

Colieges Primary ——— - -—- —— Secondary originate and sell imusdiately to
secoadary markst,
A Cew (only) might k1 asle to service,

Cosmerciel manke Sacondary ——- - - s dary s dary originate oa oxt terms.

Do not bear riak.
Need not _provide cepitel or eervice.

Sacondary Karket Should teks loana from originator and
& fervicer - .- e ——- Intermadi- y Peimary collaterelise !u primary capital
(SALLIE MAER) sarket .

Should secvice yeac loans.

Primary Capital c:glc.l in large awounte muet come
Providere ——— ——— - - Primary ——— rom, 0.&, ponaions, truste,
{Truete, etc.) foreign dollar bolders, etc.

rederal Government Only eubstantial bearer of riek end
(Tanpayers) - Primary Primary Primacy P -——— source of subsidies.

state Government NHay bsar soms risk or provide some
{Taxpayere) -— BSscondary g Secondary - - sdditiona) subeidy to borrower.

State Juacantes Primary Oould bsar purtiel riek.

Agencies -—— Sacondary - - .- or Nay ealso service and collect.
Secondery

Private Loan Poquires iarge computer and good
sarvicing - —— ——— EE ——— Primacy -lnt-.. .

Entitiea Saslly peivitined,

(July 1991

BEST COPY AVAILABLE
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PREPARED STATEMENT OF DONALD J. NOLAN

On behalf of
The State Higher Education Executive Officers Association

Before
The Budget Committes
U.S. House of Representatives

Chairman Panctta and distinguished members of the Cemmittee:

1 appreciate this opportunity to testify before you on the reauthorization of the
Higher Education Act. 1am Donald J. Nolan, the Deputy Commissioner for Higher and
Continuing Education for the New York State Education Department. I speak today on
behalf of the State Higher Educaticu Executive Officers Association, SHEEO, which
represents the fifty executives of statewide higher education coordinating and governing
boards for the nation. :

SHEEO seeks your support for a major reform to Title IV of the HEA, one that
would protect the large Fedeial investment in student assistance by allowing the states to
te the approving agencies for institutions that receive Title IV funds. :

As you know, Title IV student assistance programs arc a major Federal investment
in promoting access to postsecondary education in the US. These programs reseived
appropriations approaching $11 billion in fiscal '91 and accounted for $18 billion in
assistance going to millions of needy students. Title 1V funds comprise about 20 percent
of all public support for postsecondary education in the nation, with the other 80 percent
coming primarily from the states.

The states have a vital interest in assuring that Title IV programs serve our
students. We are alarmed by the large and growing number of reports of abuse, fraud,
and mismanagement associated with Title 1V; by defaults costing $2.5 billion in fiscal year
'90 and projected to rise to $2.9 billion in fiscal year 91, by the failure of a major
guaranty sgency; and by the millions of doiars of illegally disbursed Pell funds,
particularly at the occupational, vocational, technical and trade schools cited by the US,
D-partment of Education’s Inspector General. We are equally alarmed by the damage

.being done to thousands of Title IV aid recipients who are poorly served; who are

defrauded; and who have outstanding loans for education they did not receive.

These problems must be addressed by this reauthorization. The first priority must

. be 10 stem what the Department’s Inspector General has called the "bleeding” of the

Federal treasury. Default costs alone are the third largest expenditure item in the US,
Departmen: of Education’s budget, according to the Congressional Research Service. The
second priority must be to establish ongoing mechanisms to assure that all the institutional
entities in Title TV -~ the schools, the accreditors, the state licensing agencies, the lenders,
the guarantors, and others -- meet tasic ~tandards of practice. It is clear that today the
focus must be on improving practice at postsecondary Institutions and state licensing
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agencies. This is an area repeatedly emphasized by all who have examined Title IV
problems: the GAO, the Senate Permanent Subcommittee on Investigations, and the
Inspector General of U.S. Department of Education, to name a few.

Several .pproaches for improving the practices of postsecondary institutions are
already in place. There have been eighteen picces of Federal legislation since 1980
containing provisions to address loan defaults. The more recent amendments bar students
and institutions from participating in the loan programs when default rates exceed selected
thresholds. Similarly, a recent amendment bars prospective students without high school
diplomas from receiving Title IV aid unless they pass a federally approved standardized
test. Education Secretary Lamar Alexander has also taken steps to make improvements
to his Department’s admiristration of Title IV institutional eligibility end certification
procedures.

As important as these efiorts are, SHEEQ believes that the best way to offer long-
term protection to students and Federal taxpayers is to encourage the states to setve as
the agencies that assure the integrity of institutions and programs receiving Title IV funds,
in partnership with the Secretary. This aporoach -- based on the notion that the buck has
to stop somewhere -- is a major feature of the Integrity in Higher Education Act of 1991
(HR 2716), introduced in June by Repre:entatives Goodling of Pennsylvania and Lowey
of New York.

Obviously, reform is neeceu, given \he fact that, under current law, Title IV
institutions must be authorized to opcrate in the states in which they are located before
they can receive Title IV funds. SHEEO research ind. :ates that within the past few years
many states have enacted laws to protect their students from fraud and abuse, especially
at vocational and trade schools where most of the abuses have been uticovered and where
Title IV funds comprise the primary funding source. Howevar, despite these
developments, several shortcomings remain. First, in many states, the function of state
oversight for noncollegiate institutions rests with a secondary, not postsecondary, agency.
Second, funding for enforcement of existing laws and regulations has been timited in part
because of the lack of priority given to oversight activities by the secondary agency. Third,
many states continue to etaphasize business and financial practices, rather than broader
concerns with educational effectiveness and efficiency that have been of central concern
to many. Federal and state policymakers. Finally, standards across states continue to be
inconsistent and uneven. ‘

The proposed Integrity in Higher kducation legislation offers an alternative that
would save the Federal treasury much more than it would cost to implement, and in our
view, is the best hope for assuring long-term accountability in the Title IV programs.

This proposed legislation would authorize the Secretary to enter into agreements
with a state, or consortia of states, to establish a State Postsecondary Approving Agency.
The Secretary would be authorized to provide funds to the Postsecondary Approving
Agency to review and approve postsecondary institutions and programs for the purposes
of Title IV ecligibility. Each agreement would describe the organizational structure of
postsecondary education in that state and each Postsecondary Approving Agency would
be the single contact point with the Secretary for that state, regardless of how many
separate agencies actualiy performed review and approval functiors for that state.

Each Approving Agency would enforce its own state’s standards of management and
educational practice but the Act enumerates those areas in which state standards would
have to be established. The standards would be developed in consultation with the
institutions of the state and could be different for different classes of institutions within
the states, as defined by state laws. The Secretary would be authorized to reimburse the
states for the costs of performing Approving Agency functions provided for in the
agreements.  Total appropriations would be capped at one percent of ths amount
appropriated for Title IV assisiance and each state's share of the appropriations would be
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determined by the share of Title IV funds received by students attending its institutions.
No state would be required to enter into an agreement unless Federal funds were
appropriated to reimburse it. A more detailed summary of the Act is in Appendix A of
my testimony; the full text is in Appendix B.

Many states have addressed the issue of postsecondary educational integrity and
quality in recent years, with positive results. While many states could be cited, let me
briefly describe what has happened in the state I know best, New York. Our Board of
Regents has sweeping powers to review and approve all levels of postsecondary education
offered by all types of institutions-public, private non-profit, and proprictary. Among our
degrec-granting institutions, our review activities have consistently led to program
improvement and, in some cases, discontinuance. Our strong initial approval procedures
have served to deter the establishment of weak programs. Despite these strong regulatory
powers we have been able to work collegially with our nearly 25t colleges and universities,
many of which are world class institutions.

New York has separate standards for schools that do not offer degree-credit
instruction, namely, the occupation, vocational, trade, and technical schools that are
primarily for-profit corporations. In 1990, the State Legislature strengthened our authority
to regulate these non-degree schools. As a result, we now have $1 million in a tuition
reimbursement fund - financed by a fee levied on the 300 schools -- to protect students
whose schools have closed and to enable the return of their loan principal to lenders to
avoid defaults. In the first full year the new regulations were in effect, we made roughly
400 unannounced visits, reviewed about 1,000 school applications to offer educational
programs, and processed over 1,000 student complaints.

In her statement introducing the bill, Representative Lowey gave several good
reasons for relying on the states to address the mounting problems in Title IV institutions.
Among them, she noted that "the states are much closer to the problem than the
Department of Education and are much more likely to be able to conduct...vigorous
oversigut." She also pointed out that, with respect to the integrity of taxpayer doltars, "it
is of fundamental importance to ensure that there is strong oversight ... by a governmental
body that is responsible to the public.” She also correctly noted that "many states are
willing and able to take on this responsibility.”

The Goodling-Lowey proposal for the establishment of State Approving Agencies
is central to the restoration of public confidence in the integrity and quality of
postsecondary institutions whose students receive Federal assistance. It is our belief that
both students and taxpayers will be better served and protected through the enactment of
the provisions contained in this legislation.

Thank you for your kind attention. 1 would be pleased to respond to questions.
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PREPARED STATEMENT OF CHARLOTTE J, FRAAS

Mr. Chairman and members of the committes, my name is Charlotte Fraas.
1 am a Specialist in Sccial Legidlation at the Congrsssional Research Service.
1t is pleasure for me to appear before you today to testify on the issue of
Guaranteed Student Loan (GSL) defaults. 1have followed the default situation
as purt of my duties as the CRS analyst primarily responsible for the GSL
program. Recently, soma colleagues ~ the education section and I completed a
sories of reports on the propristary st or of postsscondary education. My focus
was on the participation of propristary schoo! students in Federal student aid
programs, including the effects of such participation un student foan defaults.

HOW DEFAULTS AFFECT THE GSL BUDGET

Essentially, there are threa major costs tc the Federal Governmant for
GSLas: intarest benefita for etudents; interest subsidies for lenders; and
borrowsr gdefaults. These and other Federal costs are incurred through contracts
betwee!y the Federal Government and lenders, and State leve! loan guaranty
agencies, Such costs are offset by receipts, primarily collections on defaulted
loans, from nonfederal sources. GSLa are entitlementa funded under permanent
contract authority.

In recent years, default claims paid by the Federal Government have
constituted ever increasing ebares of GSL program obligations. One resson ie
that such default coste have risen faster than other program costs. In
particular, U.S, Treasury bill (T-bill) rates, which drive the costs of interest
subsidies, have remained relatively low. This fiscal year, Federal default
payments will be an estimated $3.5 billion constituting about 83% of total gross
propl'am obligations, Such payments will bs cffr«t by an eatimated $880 million
in collections.

Federal default costs result from contracts between the Federal Government
and State level guaranty agencies to provide reimbursement to such agencies for
the insurance claims they pay lenders (or loen holders) for student loan
borrower defaults. Lenders must pursue certain federally mandated "due
diligence® collections procedures for 180 days after a loan becomes delinquent
before they can file & claim with the loan guarantor insuring the loan for 100
percent of loan principal plus accrued interest. At 180 days of delinquency, the
loan is considered "defaulted.’

ARer the lender receives the insurance payment on a defaulted loan from
the guarantor, the loan ie assigned to the guarantor for collection, also under
federally prescribed procedures. Aftar the loan is delinquent for 270 days, the
guarantor may file a reinsurance claim with the Federal Government for 100
percent reimbursement for the insurance payment made to the lender. If the
guarantor has & volume of default claims exceeding 5 percent of the principal it
insures, the reimbursement rate drope to 80 percent on reinsurance claims made
for the remainder of the fiscal year; if default claims exceed 9 percent, the
reimbureement rats is 80 percent.

Bocause the GSL program e an entitlement program, the coet of GSL
dafaults has heon a critical issue during budget reconciliation, particularly
uuring the 101st Congress. Default reduction provisions ware included in the
Omnibus Budget Reconciliation Acts of 1989 and 1890 (P.L. 101-239 and P.L.
101-508). As Congress considers the reauthorization of the Higher Education
Act (HEA) in the 102d Congress, the default situation ie likely to again come
under scrutiny,

‘THE CONDITION OF DEFAULTS

The costs of GSL defaults to the Federsl Government of $3.5 billion are an
all time high. Why? One reason is a rise in the volume of loans in repayment,
resulting from increases in principal borrowed annually: increases in the sheer
slze of the program. The other reason e a rise in the rate of defaults,
attributable to incresses in the use of the program by high financial risk
borrowers who subzequently default.
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The Relatienship of Program Volume to Defauits

The GSL progre ™ has grown significantly in the 1980s. In FY 1980, about '

$4.8 billion in loan principal was disbursed. Disbursements in FY 1991 will be
an estimated $11 billion. During the same 11 year period, obligations for
defaults Incressed from $263 miltion to $3.5 billion.

TABLE 1. GSL Disburesments and Obligations for Defaults

FY 1880-FY 1991
(in millions of dollars)

Fiscal year Loan principal Obligmtions for

dishursed defaults
FY 1080 $4,898 $263
FY 1981 7,433 2385
FY 1982 6,927 286
FY 1983 6,662 486
FY 1984 7,520 749
FY 1985 8,467 1,016
FY 1966 8,142 1,318
FY 1987 9,272 1,289
FY 1888 10,380 1,389
FY 1089 10,938 1,911
FY 1990 10,871 2,385
FY 1991 10,979 3,600

* Estimate provided by Department of Education Budget Office July 17,
1991,

Source; U.S. Departmert of Education, Office of Student Financial
Asaistance. FY 1989 Guaranteed Student Loon Data Book. Executive Summary.
U.S. Department of Education Budget Office.

With regard to those increases in default costs, an important consideration
is that the more loan principal borrowed, the mare loan principal enters
repayment, and the more money s subject to default. For vxample, in FY 1980
about $3.7 billion in GSL principal was in repayment from loans that had been
borrowed since the program began in FY 19668, At tho beginn ng of FY 1891,
$34.9 billion in GSLs was in repayment. Even with stabi» defalt rates, & rise
in default costs would occur.

Collections on defaulted loans partially offeet total Federsl default costs.
Sinco FY 1980 GSL, collections have risen from $88 million to an estimated $880
million in FY 1991, The IRS offsst program, which has existed since 19886,
attaches Federal tax refunds due GSL defaulters and applies the amount to the
debt they owe the Federal Government. Over a billion dollars has been collected
through this program, which will expire January 10, 1994,
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TABLE 2. Collections on Defaulted GSLs, FY 1880-FY 1901

(in millions of dollars)
Fiscal year Regular ocollectlons IRS offset Total
collections
1980 $68 $68
1981 66 65
1982 78 78
1983 110 110
1984 162 162
1985 221 221
1986 278 $92 370
1987 358 1056 463
1988 362 133 495
1989 423 169 582
1990 438 236 673
1991* 494 386 880

* Estimate provided in FY 1992 budget documents.

Source: US. Department of Education. Office of Student Financial
Assistance. FY 1990 Guaranteed Student Loon Programs Data Book. Executive
Summary. (Draft] '

Increased Borrowing by High Financlal Risk Students

The second reason for the rise in default costs is increases in the default
rate due to borrowing by high financial risk students. This is evidenced by
increases in the 19808 in the proportion of GSL borrowers who attend
proprietary schools, Student loan default studies consistently show propristary
school students to be at highest risk of default, and their increased use of GSLs
has contributed to increased default rates.

Department of Education data show that in FY 1980, 7.5 percent of
Stafford loan borrowers were proprietary school students and they borrowed
about 8 percent of loan volume. By 1989, proprietary school student borrowing
increased to about 33 percent and their loan volume to 27 percent. The Stafford
loan program, the largest of the GSL programs, provides subsidized loans to low
inecme students on the basis of need. A reason proprietary school student
borrawing is on the increase is that such students tend to be low income and the
schouls tend to be more expensive so the students qualify for significant
amounts of atudent aid. A 1986 student aid survey found 87 percent of
propristary school students borrowed GSLs, compared to a nonproprietary
school borrower rate of about 18 percent.

Even more significant has been the recent use of the smaller unsubsidized
Supplemental Loans for Students (SLS) program by proprietary school students.
After 1986 program amendments eliminated a limitation on the use of such
loans by independent undergraduates, SLS loan volume jumped from $279
million in FY 1986 to over $2 billion by FY 1988, and the bulk of ths ins rease
was attributable to borrowing by proprietary school students.! The proportion
of SLS borrowers attending proprietary schools was about 10 percent in FY
1986 rising to over 50 percent in FY 1987 and to 85 percent in FY 1988,

Such patterns of borrowing are believed to have increased default rutes
because proprietary school students defau:t at significantly higher rates than
students attending other types of institutions. ED analyznd a random sample
of Stafford loan borrowers who entered repayment in FY 1985 and found that
50.0 percent of proprietary school borrowers defaulted on their loans by the end
of FY 1988. This compared to about a third of community college .:udents;
dofault rates for students at 4-year schools are conaiderably lower, "1.ie average
default rate was 26.0 percent.

U.8. General Accounting Office. Supplem==::4 Loans for Students: Who
Borrows and Who Defaults. Washington, Cet. 1989, GAO/HRD.90.33F8S.
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Why are propristary school student default rates so Ligh? No studies have
been conducted on propristary school borvowers per se to answer the question.
Studies of loan defaults indicate that the major ¢ ristics of defaulters are
also the characteristics of students more commonly served by proprietary
schools: low incomae of the student or his or her family; snroliment in a short
term course of study; low loan balance. Some believe that abusive practices by
or characteristics of some schools-misleading advertising, recruitment of
unqualified students, poor educational programs-—contribute to @ student’s
proclivity to default,

What we can detormine from available data is that nationally, defaults are
rising. Histarical measures of GSL default rates are based on cumulative
program experience--now 25 years’ worth of data-and are not a particularly
good measure of shorter term default trends. Nevartheless, those data do
suggest that we have been experiencing a worsening default situation,
particularly since FY 1983

A cohort default rate, which looks at a particular group of borrowers for
their default experience over a limited time, is a better measure of borrower
defaulting from one year to the next, but anaiyses using such rates have only
begun recently.

Last waok ED released ita national analysis of the FY 1987 through FY
1989 cohort default rates used to implement provisions of the recent
reconciliation laws, and these data indicated s notable rise in defaults, The FY
1087 cohort of borrowers had a 17.6 percent default rate nationally. This rate
for the FY 1989 cohort was 20.1 percent. The "cohort® used is borrowers
entering repayment in a given fiscal year, The rate is the number of such
borrowers who default by the end of the following fiscal year divided by the total
borrowers in the cohort.

EFFECTS OF RECENT BUDGET RL.CONCILIATION LEGISLATION

In the 101st Congress two major budget reconciliation laws were snacted
to achievs GSI, program savings primarily through reducing defaults: the
Omnibus Budget Reconcilistion Acts (OBRA) of 1889 and 199L. The most
significant provisions of both laws sanctioned schools whose students default at
high rates by limiting their participation in the program, OBRA 1989, effective
Jan. 1, 1990, prohibits undergraduate students at schools with cohort default
rates of 30 percent and over from borrowing :'LS loans. OBRA 1960 makes
schools with cohort default rates of 35 percent and over for each of the three
moet recent fiscal years ineligible for participation in any of the GSL programs
effective July 1, 1991, .

It is too early to assess the effects of thess lawa on default costa because
there is a considerable time lag botween the time a loan is disbursed to the
borrower and a default claim is paid by the Federal Government. GSLe entar
tspayment atatus at varying times and a loan could not result in a Federal
default claim until at least 9 months thereaftar, According to program analysts,
most Federal GSL default claims are paid an average of 3 to 5 years after a loan
is made to the student. Defaults would be expected to show up earlier for SLS
loans, which enter repayment status sooner than Stafford loans, or if borrowers
are mostly in short-term educational programs. For exampls, defaults on loans
to proprietary school students tend to peak about 2 years after the loans are
disbursed,

The effocts of the 1089 OBRA on Federal default costs, therefore, will not
be apparent until FY 1092 at the earliest. Wa can, however, make some
preliminary observations on possibla effects of OBRA 1989 on SLS program
participation that could have important imelications for defaults.

The Department of Education reports that undergraduate students at 712
high default schools were made ineligible for SLS loans between March of 1680
and this July under provisions of OBRA 1989: 6801 of these schools were
propristary schools, Apparently as a result, a large number of these achools
closed because they were dependent on SLS eligibility of their students to exist,
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GSL program data shows a $616 million reduction in SLS borrowing by
proprietary school students between FY 1989 and FY 1980. Also of interest was.
sbout a $460 million decline in Stafford loan borrowing by such students. This
suggests that large numbers of students recelved both types of loans and wsre
unable to continue their educational program without access to the SLS
program. If you assume, based on analysee of defaulted dollars, that at least 45
percont of the §1 billion reduction in GSL principa! borrowsd by proprietary
school students would at some time default (probably for this group attending
high default schools it would be a higher rate), then you would eventually
realize significant cost savings from this FY 1990 volume reduction alone.

Based on provisions of OBRA 1980, 178 schools have been notified that
they are subject to program termination. Also 76 schools with FY 1989 default
rates over 60 percont could be subject to departmental limitation, suspension or
termination actions applicable to their participation in any Federal student aid
programs. The effects of the elimination of these additional schools from GSL
program participation on loan volume will not be apparent until FY 1982 at the
earliost, with offecta on defaults being indicated several years later.

A couple of other factore may influsnce GSL defaults over the next few
years that could offset savings that might be realized through the reconciliation
laws. For fiscal year 1991, ED has reestimated Federxl default costs from $2.8
billion to $3.5 billion, based on increases in default claims coming into the
Department. While the specific reasons for the increass are not apparent,
program analysts suspect that the recession may be one factor. The recession
began about July of 1990 and roughly 9 months later claims began to increase
beyond expected levels--the minimum period a loan could go into default and a
claim filed, An important question is why loan defsrments available for
unsmployed borrowers would not help counteract the effects of the recession.

Another factor that may be resulting in higher defaults in FY 1991 might
be an unintended consequence of the SLS restriction. Some propose that
students who attended schools that closed as a result of losing SLS eligibility

ay believe that they have n. obligation to repay their GSL since their
educational program was incomplete: we may now be seeing the results of FY
1890 school closures ir. increased defautts.

LEGISLATIVE OPTIONS TO REDUCE DEFAULTS COSTS

The challenge in conmaring Pature options to reduce defaults is balaneing
budget policy with program palicy goals. Since 1980, Congress has enacted some
17 different laws, to one degree or another addressing default control. At this
time, options that are likely to have the greatest impact on reducing default
costs would be those to furthsr reduce loan volume or the participation of
borrowere most prone to default in the GSL program.

One option that could significantly reduce defaults would be to further
lower the default threshold for school eligibility for GSLe. With this alternative,
you face the consequence of reducing the access of some students to Fede
student aid, and potentially to postsecondary education. Another option to
achieve the same goal would be to deny loans to certain default prone student
groups and increase other types of student aid for them, euch as Pell granta,
This would require eignificant increases i appropriations for the non-GSL
student aid programs, however.

Another option that might be considernd would be to increase receipts
comirg into the GSL program to offeet dofs. .: costs. Now both studeute and
guaranty agencies pay certain fess to reduce program costs. Sow~ new GSL
participation fos for achools might be considared.

Default reduction proposals concentrating on preventing defaults among
the current borrower population or improving collection efforts would arguably
have less of an impact on future default coats than those discussed above. This
is becauoe such costs are largely driven by volume and the nature of the current
borrowers. Thers are several bills pending before the 102d Congress containing
such proposals, thie merits of which are likely to be debatsd during the
forthcoming reauthorization.
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PREPARED STATEMENT OF THOMAS A. BUTTS, ASSOCIATE VICE PRESIDENT FOR
GOVERNMENT RELATIONS, UNIVERSITY OF MICHIGAN, ON BEHALF OF THE
NATIONAL ASSOCIATION OF %‘Tot{EEélgéVERSITIES AND LAND 4iRANT

Mr. Chairman and Members of the Subcommittee, | am Thomas A. Butts.
Associate Vice Prosident for Government Relations at the University of
Michigan. | am pleased to appear before you today on behalf of the
National Association of State Universities and Land Grant Colleges
(NASULGC) to discuss the possibility of a major improvement in the
student assistance programs through direct Federal loans.

By way of background, | was the Director of Student Financial Aid at the
University of Michigan from 1971 to 1977.  From 1977-1981, | was on
leave from the University and served with the U.S. Depariment of
Cducation as a policy advisor for student assistance and later as the
Deputy Assistant Secretary for Student Assistance. | have continued
since then to be involved in student aid policy issues.

Mt. Chairman. the American Council on Education (ACE) and twelve other
higher education associations, including NASULGC, submitted a direct
landing proposal to you on April 8, 1991. The bill language submittea at
that time would, in substance, implement the proposal which | will
describe in moro detail today. The NASULGC Executive Committee nas
asked that its Legislative Committee explore further the feasibility of
Federal direct lending, including substituting direct loans for the Statford
part of the Guaranteed Student Loan Program (GSL). Indications are that
this is possible. This statement is, in part, an update to an April 30.
1991, NASULGC paper regarding direct lending.

Credit retorm, Mr. Chairman, and this reauthorization of the Higner
Education Act provides 2 rare opportunity for you to consider a serious
restructuring of the student loan programs and make Significant
improvemants by authorizing a program of direct loans. The credit reform
provisions of the Budgst Reconciliation Act of 1990 made significant
changes in the way the government accounts for the credit it extenas in
the form of loan guarantees and direct loans.

According to the Dacember 1989, Congressional Budget Otfice stuay on
cradit reform,

The difterence i the budgetary treatment batween direct loans end guaranteed loans
creates o bigs in favor of guaraniees bacause their costs are deferred. Whan the costs
are known (sfter default) and finally recorded in the budget, they are well past the
government's control. Consequanty, loan Quaraniess have been growing much faster
than direct l0ans in recent years. ‘The total cost 1o the government of the new
guersnteed losne is now many fimes wmore then the coet of naw direct
joans. (p. xH - emphasis added)

Q. 173
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The President's FY 92 Budget stutes that:

Clearty, credit reform is not *just” an accounting change. |t is an opportunity to see

each program with frash eyes. Credit reform asks the right quastions: Who is being

helped? By how much? At whatcost? [t focuses attention and budgetary decisions on

the costs underlying each loan, juxtaposed with the borrowsrs who benefit from these

?;oqws It pzr:v;du perspactive for both policy ana!ysls and program management.
art Two - 226

What are the implications of credit reform for studont loans?

The Federal government presently obtains capital for the GSL program by
paying retall price incentives to the capital markets. Under credit
reform, it can obtain capital whelesale from the same (and other)
private capital markets. This reduces significantly costs to the
taxpayers.

Prior to credit reform, the entire amount of the capital used for direct
loans appeared as a Federal cost. Only government subsidies were
included in the Federal budget for guaranteed loans - not the loan capital.
This apple and orange situation caused direct loans to appear more costly
than guaranteed loans.

Under credit reform, both types of loans are priced the same way. Only
the costs associated with obtaining the capital and subsidies are counted
in the budget - not the amount of capital involved. In the case of GSLs, the
government obtains capital from private capital markets through
guarantees and special allowance incentives (Lenders are entitled to the

. average of 91 day Treasury Bills plus 3.25% with no cap). In the case of

direct loans the government acquires capital from private capital markets
through the sale of governmant securities (treasury bills, etc.).

With credit reform, the cost to the Treasury of a cohort of GSL or direct
loans made each year is scored in the budget for the projected life of the
loans. Included are costs paid by the government for defaults and the cost
of capital such as special incentive allowances to lenders (for GSL) or the
cost of Treasury securities (for direct loans). Federal administrative
costs are accounted for as a line item in the mandatory part of the budget.

An examination of the cost of a direct student loan and a loan guarantee,
all factors like student interest rate being held equal, will show that a
direct loan will be less costly to the govern.nent than a GSL - primarily
because the government can borrow money from the private sector at

Treasury bill rates for direct loans rather than the 91 day Treasury bill

174
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rate plus 3.25% now assured to GSL lenders, even during the in-school
period.

Under credit reform, government borrowing from the private sector for
direct loans does not increase the deficit, The payment ot higher
GSL subsidies does increase the deticit. In addition, direct
borrowing for student loans would replace existing guaranteed borrowing.
Also, over time the flow of repayments back to the capital markets would
approximate the amount borrowed for new loans - thus establishing
something akin to a national revolving fund.

Would a direct loan program be an entitlement?

For a direct loan program to be supported by the education community, it
must be an entitlement (mandatory) program as is the current GSL
program. Similarly, the smount of capital available under a direct
program must be limited by student eligibiiity - not by a fixed total
amount or cap per year. In this respect, it would be identical to the
existing GSL program except that capital availability would not be
dependent on lender willingness to loan.

Why restructure the student loan 'pfograms?

Credit reform has made direct loans a less costly way to deliver loan
assistance 0 sturants.  Savings in the first year alone have been
estimated to be yreater than one billion dollars. Mr. Chairman, | believe
that the documantation that you requested from the the Education
Department ‘¥J) on April 25, 1991 (when supplied to you) will
substantiate the savings - savings which should be directed to students.

The recent report of the Senate Permanent Subcommittee on
Investigations, chaired by Senator Sam Nunn (D-GA), documented many of
the costs and problems associated with the GSL program. Among them ara:
the rate of student defauits, the financial failure of one major guarantee
agency, questions about the strength and number of guarantee agencies.
severe problems ir managing student loans by lenders, and fraud and abuse
by certain lenders and some trade schools. The General Accounting Office
(GAO) recently reported that the GSL program has become such a maze that
it cannot be audited.
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The Nunn report calls for the Congress to *...undertake major and, in some
areas, drastic reform...° of the GSL program. (p.34) The GAO is called upon
to study the feasibility of alternative approaches including *...abolishing
the guaranty agency concept. (p. 39)

The GSL Program is an immensely complicated and expensive program for
students, schools and the ED. With more than 13,000 lenders, over 50
guarantee agencies and several secondary markets participating in this
error prone program, the bewildering array of paperwork, regulations,
procedures and fees is enormous. Many: colleges and universities deal with
every guarantee agency during the course of the year and with hundreds of
lenders. Notwithstanding efforts by some guarantors and lenders to
streamline the GSL program, it takes unnecessary time within the
institution, plus the time required by guarantors and lenders, to process
GSLs. Despite empty promises made by guarantee agencies for more than
156 years, institutions are still subjected to different policies, forms and
computer formats by each agency.

By contrast, a school can process and deliver a Perkins Loan along with a
student’s regular application for grants and scholarships. This
signiticantly reduces the amount of paperwork. A direct loan
would be originated much like a Perkins loan. The institution has direct
control over the timing and distribution of loan funds. This control would

enable the institution to assist students better and improve institutional
cash flow.

Direct loans can provide a number of advantages to students including
the elimination of the GSL application, timely delivery of aid, more .
student counseling by financial aid officers, elimination of up front
origination and insurance fees, improved access to deferments, automatic
loan consolidation, choice of repayment plans with no additiong! charges,
and reduction in the constant pressure to increase student interest rates
to offset government subsidies.  Further, students experiencing hardships
or changes in financial circumstances requiring an adjustment in the
amount of the.r loans will be able to have their requests dealt with
promptly. On the collection end, students will know who "owns” their loan
- the government. In addition, student horror stories which abound about
the paperwork obstacles to higher education caused by both obtaining and
repaying GSLs would be vastly reduced and be no greater than those
experienced with the grant delivery system which is expected to be
simplified by the Congress as part of reauthorization. Given the recent
flexibility to schools to determine loan amounts in the GSL program. “red-
lining" should be prohibited.
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,
As a matter of Federal policy, the GSL program has evolved and shifted
from being the major program of support for middie income students to
the primary loan program for students with demonstrated financial need.
When the GSL program was created in 1965 (modeled after several
existing State guarantee programs), it was intended to provide loans to
students from middle income families. Since low income students were
served by the Perking program, there was little necessity for these
students to obtain GSLs. In the absence of credit reform, this change in
focus resuited from the inability of the Congress to appropriate adequate
loan capital for the Perkins program and still maintain support for the
grant programs. There is no point in having two Federal student loan
programs with the same financial needs test it there is adequate capital
available to meet all student need remaining after grants have been
awarded.

The GSL program, however, is now asked 0 provide three types of loans -
Stafford loans for students who demonstrate financial need, Parent Loans
for Undergraduate Students (PLUS), and Supplemental Loans for Students
(SLS) who do not qualify for Perkins or Stafford loans or who need more
money than they are able to qualify for under other student assistance
programs.

Experience with the Perkins program shows that operationally direct
loans serve both students and most institutions better than Stafford

loans. Under a direct loan, origination is simple and the student knows
who made the loan.

How would the government obtain capital for direct loans?

The Secretary of the Treasury, in consultation with the Secretary of
Education, would sell treasury securities to the private capital markets in
accordance with its usual practice to obtain necessary capital. This
would be accomplished in the same way funding for Sallie Mae was
provided until 1981.

Under that procedure, the Secretary of the Treasury, through the Federal
Financing Bank, sold government securities to the private sector at the
appropriate time and made t"e funds available to Sallie Mae. That system
worked nicely, and Sallie Mae is making payments on about $4.8 billion it
still holds. In the case of direct loans, the Secretary of the Treasury
would make funds available to the Secretary of Education for allocation to
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institutions through the ED finance system from which institutions
presently draw student aid funds.

it is important to note that all of the *finance" matters pertaining to the
capital would be handled by Treasury. For direct loans, ED would no
longer be expected to have expertise in finance, lending, loan guarantees
or secundary markets. Repayments would retum to the private markets
through the Treasury and not be left to accumulate in institutional
revolving funds as is the case with Porkins loans. Allowing collections to
remain in institutional revolving funds would cause the proposed program
to lose its status as an entitlement or mandatory program. Perkins loans
are scored in the budget as discretionary grants to institutions because
the loans become part of revolving funds at the institutional level. The

concept of "insurance” does not apply in the case of a direct loan since the
government already owns the loan note.

How would a direct loan program operate?

A new direct loan program would be similar in concept to the Pell Grant
Program, i.e., institutions are essgntially agents of the federal
government and process the loan ‘gn the governments behaif. The Pell
Grant Program is not technically 4 campus based program. Students

receive vouchers (Student Aid Reports) that they may use at any eligible
institution.

While a student voucher would not be involved, a direct loan program
would operate in a similar way in that the loan is made directly by the

federal government to the student with the institution acting as the
originator.

How would funds be allocated to institutions?

The allocation of funds to institutions could take place following one or a
combination of existing models. A preferred approach would be to use the
distribution system utilized for Perkins loans and the other campus based
student aid programs. Under this method, the Fiscal Operations Report and
Application (FISAP) would be used to make initial allocations each year.
Institutions would indicate on the FISAP the amount lent in the previous
year and project needs for the coming year. Institutions not participating
in the campus-based programs wou'd only complete the direct loan
section. The ED would approve all initial requests, unless it had reason to
believe the request was not reasonable or the school was not eligible.
Another approach would be to use the Pell Grant allocation system. iIn
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either case, the reconcillation of individual student recc'ds would NOT
take place at this point in the process. Special adjustment requests
would be made uring the course of the year by institutions to increase or
decrease their allocations in accordance with actual student eligibility
for direct loans. Reconciliation of individual student accounts would
occur at the end of the year with the filing of the FISAP report.

Under either approach, institutions would follow existing ED procedures to
draw necessary funds on a timelv basis to fund all eligible students.
These procedures do not allow institutions to obtain funds more than
three days in advanca of the time they are to be expended.

How would student eligibility be determined?

Following current practice, students would apply for 2ll forms of
financial aid and provide need analysis information to the institution(s)
they attend o( plan to attend.

Institutions would conauct a need analysis, determine eligibility, package
direct loans with other student aid and notify the student of award
amounts and conditions.

How would the loan be disbursed to the student?

Like the Perkins loan program, institutions would prenare a promissory
nota for the student's signature. Following appropriate loan counseling
procedures, the student would sign the promissory note. Funds would then
be credited to the student's institutional account or given to the student
depending on the circumstances. For those institutions who do not
participate in the Perking program, the signed promissory note would be
similar in concept to the Student Aid Report necessary to make paymenis
to students.

What would happen atier the loan is disbursed?

The Federal Government (Education Department) would have responsibility
for servicing and collection. ED would have contracts (including
performance bonuses) with private . .ctor servicers for billing and
collection.  Institutions who so desired and were qualifiud might act as
servicers for their students.
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institutions would deliver signed promissory notes to an ED contractor. It
is expected that arrangements would be made for several means of
delivery, including possible electronic transfer of notes.

Would there be a national data base with dirsct student loan
information?

Yes. Multiple year notes and notes from ditferent schools would be
consolidated immediately under this system. With the opportunity to
establian a new central file, the insurmountable data problems of the
existing GSL program would be phased out. The Pell Grant Program has
demonstrated ti:at a central processor can work with multiple data entry
contractors. In thiz ¢1se, loan servicers would relate to a central
processor in a similar manner. Servicers would be required to meet
_uniform ED specifications and would be subject to audits and reviews by
ED.

Institutions would co:tinue to report enroliment siatus as they do now in
the GSL program - only with one uniform reporting system synchronized
with institutional academic calendars.

Since most of the administrative activity would be done under contract,
the Department's principal responsibility would be oversight, Othe:

government agencies, such as Treasury, might assist with management of
the collection ras~onsibility,

What about administrative support/capabliity In the gducation
Department? -

Whiie ED has experience in working with private sector servicers and has
a credibla record in collections, the Congress must set aside salary and
expens® money for the operation of all of the Title IV student aid
programs, including direct loans. Funding should te directed by the
Congress for training, technical assistance to institutions, program
reviews, contracts, and contract administration. Additionally, Congress
should provide initial funding to ED to enable it to obtain and utilize state
of the art telecommunications and computer technology to handle loan
transactions and inanagement information. This is one of the most
important recommendations made by ACE and other higher education
associations to the Congress.
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The GSL prograr has been paiched together over the years 10 the point
where it cannot be audited or managed effectively. Under difficult
circumstances uver the past ten years, ED has done a credible job of
administering the Pc!l Grant and campus based student aid programs, In
addition, it has managed Perking and GSL default collections activity well
under these conditions.  Indeed, as the Nunn hearings have demonstrated,
there is serious question about the quality of some of the servicing done
by private lenders in the GSL. program. The ED system makes use of
private servicers and loan collection contractors in addition to \he IRS
offset program. ED has also managed large elementary and secondary
aducation programs well,

Since a direct ':an program would not have the compigxities of lenders,
secondary markets and guaraniors, it would clearly be easier for the ED to
manage than Stafford loans. Al financing matters would be handled by
the Secretary of the Traasury. ED would handle the delivery and oversight
of institutions and collection/servicing contractors. For direct loans, it
would no longer be necessary for ED to monitor 13,000 lenders, over 5V
guarantes agencies and the narticipating secon.ary markets. This should
enable ED to avoid over regulation and micro management of the program.

Direct loans would operate more lika Perkins inans and wou'1 not at all be
similar to the Federally Insured Student Loan (FISL) program which was a
guarantee type program abused by some institutions and lenders and
lacked administrative support within ED.  Correspondence schools, for
example, no longer participate in GsL. They were 1.ajor participants in
the FISL program and a source of many problems.

All of this comes at a time whun Secretary of Education Lamar Alexandar
has announced his initiative to make major management improvements in
the student aid prog ams. This is sncouraging because witr good
leadership and reasonable resources, public servants can man® 9grams
very Wuii.

Which instltutions could particlpate in direct loans?

The Cing. .ss must determine institutional eliy ' ity.  Cluerly, Qo
institutions shoiu'd be abie to demonstrate admiris "ative .. scity &
mes - their responsibilities for fiscal stewardship anu manageme:t i
ife. . loans or any Fede;al s*~ant aid progm. Apa ‘rom urec
respo sibil,;, acen: changes liiw have v -~Inated muar, Quesihioha’
institutions from the student aid programs. In additivir, L rLpused
'authorization char. es in accreditation and licensurs by ' 8 eaur
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community and the Administration would further tighten the system.
Finally, with clear lines of responsibllity and accountabllity in a direct
loan program, the opportunities for mischief with the taxpayers' money
which exist in the GSL program should be reduced significantly.

Would institutions be provided administrative allowances?

it is essential that institutions be provided adequate administrative
support. To begin a new program with the promise of eliminating the
problems of the existing GSL program without providing good
administrative support up front would not be wise. Institutions may find
that the administrative savings they achieve from the elimination of all
or a part of the existing GSL program will help offset some new costs.
The issue must be examined and appropriate administrative ailowance:

and support provided. The ACE proposal suggests an annual $20 allowance
per eligible direct loan student.

it should be noted that guarantee agencies now receive one percent as an
administrative cost allowance (about $110 million yea 'v) from
government appropriations. Also they have the use of student financea
insurance prer-iums of up to three percent. Agencies also retain 30
percent of collections they make on defaulted loans.

What about smail schoois or schools that de not presently
particlpate In the Perkins program?

The ED could arrange a contract for an alternative administrative entity
which would assist schools that do not wish to administer the lo- 1
program themselves or lack the administrative capability necessary to
manage it. This alternative system would be similar in concept to the
"alternative disbursement system* for Pell Grants which existed prior to
1981,

However, many small schools may find that a direct loan program would be
easier to manage than the existing Stafford program. This would be due to
the fact that the lender and guarantee activity Is removed, time delays to
the student eliminated, and cash flow to (e institution improved.

What about Institutional Iabliity?
Institutions are presently liable for errors made in executing any of the

tasks thay perform related to the GSL program; this would not change with
direct loans. The institution would need to draw down funds, determine
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student eligibility, and disburse funds correctly. Once promissory notes
have been accepted by the government (within @ proposed 45 day statutory
time limit) liability would end (except, of course in cases of fraud).
Institutional liability would be less than GSL since the number of entities
dealt with would be reduced and the institution would have control over
the entire origination process. In addition, the institution would still
have access to the student's account to recover funds and the oppontunity
1o find the student to obtain a missed signature on a promissory note.

What about institutional cash tlow?

Most Institutions would have an improved cash flow under a system of
direct loans. Not only would funds be available when school started, the
delays caused by handling checks co-payable to the institution and the
student from hundreds of lenders would be eliminated. Of course,
institutions would be required to follow existing cash draw procedures
which prohibit funds from being on hand more than three days prior to
disbursement and from earning “float" while in an institutional account.

Could the financial aid transcript be eliminated?

Currently, notification of a student's federal aid must be made to the
institution to which a student transfers. This is accomplished through a
cumbersome and expensive financial aid transcript process. With a a
national direct loan data file on all students and the exlsting Pell grant
data file, it would be possible to eliminate the financial aid transcript - a
major paperwork problem for institutions.

What would happen to the existing Perkins loan revolving funds
iocated at Institutions?

Ongoing coliections fror* existing Perkins loans which return to
institutionai revolving funds should be left at the institutions, invested in
new Perkins institutional endowment accounts, and the income used for
other student aid purposes or special student loans. Under this approach,
collections would be invested in an institutional endowment or total
return fund for that purpose and the earnings used for student grants or
employment. Over the years, many schools could get out of the loan
collection businessl
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What role might exist for guarantee agencies or lenders?

The parent loan program (PLUS) should be significantly improved as a
guaranteed loan for dependent (middle income) students.

The maximum PLUS loan should be determined by the cost of education
less other financial aid received by the student as recommended by ACE
and other higher education associations. In addition, the tax writing
committees should be encouraged to restore the interest deduction for
parent and student loans as part of an overall plan to help parents of
dependent students.

While all three GSL. programs - Stafford, PLUS and SLS - could be uperated
under a direct system, it could be argued tha: the low cost of the
unsubsidized PLUS and SLS programs together with the more natural
relationship between credit worthy parents and lenders makes policy
sense to continue these programs. Guarantee agencies may also wish to
participate in the servicing function for direct loans.

How should direct loans be phased in?

ACE and twelve other higher education associations have proposed that
need based direct loans be available to institutions on an optional basis.
Under this proposal, an institution would participate in either Stafford or
direct lending. Another option is to substitute direct lending for the
Stafford and Perkins programs, bringing all new need based lending under
one program. Proposed legislation sent to the House Subcommittee on
Postsecondary Education on April 8, 1991, by ..\CE provides legislative
language consistant with the framework for direct loans described in this
paper.

For students who have both Stafford and direct loans, direct loans might
be made eligible for inclusion in the existing loan consolidation program.
The existing Stafford portfolio will, of course, have to be phased out and
provisions for transition made if the bolder option is adopted. It might be
necessary, fur example, to change the existing administrative cost
allowance (ACA) of one percent of new loans originated to ar allowance
based on outstanding loans. In addition, increased PLUS volume might
replace a substantial portion of ACA lost due to the elimination of the
Stafford loan volume.
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When should diract lending be implemented?

Direct lending should be implemented only after adequate lead time has
been provided for detailed planing and preparation. At a minimum that
should be one full program (school) year following the date of enactment.
For example, if the President signed the enabling legislation in March of
1992, the program should not go into effect until July 1, 1994,

The development of a direct loan plan is a dynamic process that will
continue to require the best thinking of many people. The advantages and
disadvantages of changing a major Student aid program will have to be
carefully considered.

Mr. Chairman, thank your for your time and consideration of these ideas. |
hope the Subcommittee will take advantage of this opportunity to improve
student aid programs. | would be happy to answer any questions you might
have. |
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PREPARED STATEMENT OF A. DALLAS MARTIN, JR., FRESIDENT, ON BEHALF OF
THE NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMINISTRATORS

Mr. Chairman, and distinguished members of the Budget Committee, I am Dallas Martin,
President of the National Association of Student Financial Aid Administrators (NASFAA).
On behalf of the more than 3,200 institutional members of NASFAA, I am happy to
submit this testimony to you for the record on the title IV student aid programs,

As you know, the Congross is currently in the process of reauthorizing the Higher
Education Act of 1965, In anticipation of this important reauthorization, NASFAA, in the
fall of 1989, embarked upon & systematic action plan to enable the Association to develop
s set of recommendations that would reflect the views and address the concerns of our
diverse membership. To insure that everyone had an opportunity to provide input during
our development process, we not only solicited written comments for over 18 months, bat
we held a series of six formal hearings in conjunction with each of our regional
asscciations’ annual meetings.

The feedback that was reccived from this process was then carefully reviewed by a special
ten-member Reauthorization Task Force, The recommendations deveioped by that Task
Force were then circulated to ou* entire membership for further comment, and finally, after
some adjustments, approved by our 27-member Board of Dircctors. Therefore, we feel
confident that the recommendations which we have submitted to the Congress represent a
consensus of the views of the majority of the financial aid administrators from across the
nation who are working at institutions representing all sectors of postsecondary education.

Throughout our delibcrations we obtained numerous suggestions on how to improve all
phases of the student aid programs, as well as suggestions on what needs to be done to
strengthen each of the individual federal Title IV student aid programs. However, 1 would
like to focus this testimony on our recommendation to reestablish the Pell Grant as the
foundation of the student aid programs by substantially increasing the maximum award to
$4,400 and by making the program an entitlement.

During the course of our reauthorization hearings, one of the most frequently-stated

concems of our members was the nced to address the growing imbalance of available
funding between the grant and loan programs. Repeatedly, aid ndministrators from all
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types of schools across the country told us that something needs to be done to restore the
purchasing power of the Pell Graut Program s0 that it can again scrve as & viable
foundation program for students with demonstrated financial nood. Witness after wimess
told us that changes to the eligibility formula accompanied by inadequate funding levels
over the past decads have severely eroded the effectiveness of the program for students at
their schools. Many of these witnesses presented data which showed that the percentage of
Pell Grant funding at their institutions has declined %0 one-third or one-half of what it was
in 1979. By comparison, they noted that the current maximum Pell Grant award of $2,400
does not begin to cover the same percentage of a student’s educational cost as it did ten
years ago. Similarly, they told us that many of tiv, students who come from moderate
middle income families no longer qualify for even a modest Pell Grant,

Lince the Pell Grant F ogram’s fi.st authorization in FY 1973, the Appropriations
committees have funded the program at its authorized maximum only three times--most
recently in FY 1979, In all other years, the program maximum has been below the policy
levels set by the authorizing committees. The failure of appropriations to match authorized
maximums is even more stark when cost of attendance increases for the 10 year period
beginning 1980-81 are compared to the Pell Grant maximum award increases for that
period. In 1980-81, the Pell Grant maximum was set by appropriations at $1,750 and rose
only $650 or 37% during the 1980s, The current $2,400 maximum award also reprsent:
only a 14% increase over the $2,100 maximum award in 1987-88--the beginning of the last
reauthorization period. The percent change from 1980-81 to 1989-90 (est) in
postsecondary education’s cost of attendance reveals incrzases of 133.9% for private
universities, 123.2% for private four-year colleges, 105.3% for public universities, 105.2%
for public four-year colleges, and 72.5% for public two-ycar community colleges. These
figures represent the average cost to students rather than the average charge by institutions.

NASFAA belicves that the primary unintended consequence of underfunding of the Pell
Grant Program, combined with large increases in college costs, has been to cause many
students to rely on loans to finance their education. In far too many cases, these are
lower-income students who should not be assuming large debts, Aid administrators are
forced to provide incresing numbers of very needy students at the start of their academic
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carcers with not only a Perkins Loan, but & maximum Stafford Loan as well. The result is
that some of ‘nese higher need students are simply choosing not to pursue postsecondary
edncation, or are becoming so indebted earlier in their undergraduawe degrees that it is
affecting their education and carcer choices and decisions to consider graduate studies.

Rescarch has also shown loans to be negatively associated with incentives to encourage
low-income minority students to pursue higher education. Thercfore, today, when the
percentage of loans is increasing as a part of a student's overall financial aid package, it is
not surprising that the overall percentage of minority postsecondary school enrollment is
declining during a time in which the percentage of minority high school graduates is
ipcmsln;.

As originally legislated, the Guanntend Student Loan Program was designed to be used by
middle-income families and their -hildren, while the grant programs were targeted to lower-
income families and students. In a situation of too few grant dollars necessitating large
loan repayment burdens, it should not surprise anyone that student losn default rates and
associated costs would increase to alarmingly high levels. Obviously, these costs show up
not only 10 taxpayers, t it to students who must live with & poor mark on their credit
record and the possibility of not being able to pursuc a postsecundary education.

If we Lo to provide all of nur citizens with an opportunity to obtain the fullest measure
of education that will enable them to participate equally within our society, thea it is
essential that we restructure the Pell Grant Program to insure adequate and predictable
funding from year (0 year. 'l‘ohelpin:mlhhiucoompmhed.wepmposethnmhll
Grant maximum award be funded at $4,400 for the 1992-93 award year, and then
mmdclllyindemdmﬂleuleauSZthywdmﬁu.bmnotlesuhmthe
Consumer Price Index.

Our reason for establishing the maximum award at $4,400 is an artempt to bring it back in
line with where it was following the passage of the Middle Income Student Assistance Act
of 1978. In the first awa~] year following that Act, the maximuin Pell Grant was $1,800,
Therefore, had tic maximum award been indexed in such a manner at that time, increasing
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it ty a modest $200 por year, we would have a $4,200 maximum award for the upcoming
1991-92 award year as opposed to & $°,400 maximum award, and a $4,400 maximum for
the 1992-93 award year. Further, the policy goal of the Pell Grant Program is that it
should cover up to 60% of 1 student’s cost-of-attendance. Our projections suggest that the -
average annual cost at a four-year public college in 1992-93 will be $7,400. Thercfore, 60
percent of that cost would be $4,440. Further, we have proposed legislation which would
make the Pell Grant Program an entitlement, thereby giving assurance to current and future
generations of students that they can count on the Pell Grant Program t¢ be the foundation
program that it must be.

NASFAA believes that raising the Pell Grant maximums to the levels we recommend, and
maintaining a commitment to funding these authorized maximum awands, will greatly
decrease the utilization of loars by low-income rrudents. Such a policy change cannot
help but alleviate student loan default problems for individual students, lenders and
guaranty agencies while decreasing default costs to the federal govenment and taxpayers,
Further, we believe that making the program an entitlement will provide a certainty of
opporwunity for American students and allow them to prepare properly for a postsecondary
oducation knowing that the funds they need will be there.

In closing let me say that NASFAA recognizes the budgetary challenges facing this Budget
Committee and the Congress in the coming years. If this country is to remain on sound
financial footing, then some tough spending choices will certainly have to be made,
NASFAA submits, however, that to continue to allow the Pell Grant and other foderal
student grant programs ¢ erode is counterproductive ‘o the future economic goals of this
* Nation. 1 look forward to working with you and other members of Congress to continue o
to help this Nation's students attend postsecondary education and become productive,
contributing citizens,

Thank you for this opportunity (0 submit testimony for the record.

[Whereupon, at 12:20 p.m., the Committee adjourned.]
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